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Foreword 


This report is the product of the Task Force on Labour Market Development 
which was established in July 1980 within the Department of Employment and 
Immigration to review trends likely to affect Canadian labour markets in the 1980s 
and to consider the implications for the direction of federal government policies and 
programs affecting the operation of those markets. 


When the Task Force was set up, it was understood that its findings would be 
made widely available for purposes of consultation with provincial governments and 
organizations representing different elements of the private sector. That understand- 
ing has been maintained. 


It follows that the suggestions and proposals contained in the report do not 
represent the policy of the Government of Canada. Based on analytical work 
undertaken by the Task Force for the undersigned, they are put forward at this time 
as a contribution to the process of consultation already mentioned—a process to 


which the Government is committed. 


Lloyd Axworthy 
Minister of Employment 
and Immigration 
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Introduction 


As the last decade came to an end, a number of concerns 
were being expressed about the contemporary and future 
characteristics of Canadian labour markets and the 
framework of government policies designed to influence 
their operation. The underlying reasons were many and 
varied, and it is probably true that some could not be 
articulated with any precision. A few could be clearly 
identified, however, and these were being stated with 
increasing force and frequency. 


e High rates of unemployment at the national level 
were persisting but were accompanied to an 
increasing extent by strong excess demand for cer- 
tain skills in western Canada. 


e The evidence of increasing regional imbalances be- 
tween supply and demand was compounded by a 
growing expectation that changing technology and 
increasing international competition were setting 
the stage for important shifts in the requirements of 
individual industries, suggesting significant con- 
tinuing change in the pattern of occupational 
demand for labour. 


e By the mid-1970s, growth in the labour force had 
levelled off and was expected to decline. 


¢ Despite this fundamental fact, there was growing 
recognition of the need for special efforts to absorb 
into productive employment rapidly growing seg- 
ments of the labour force, in particular women and 
Canadians of Native ancestry. 


e All of these reasons for concern were being 
addressed in the context of an uncertain environ- 
ment characterized by a low rate of growth in the 
world economy and slow growth of government 
revenues— an environment in which the cost effec- 
tiveness of government policies and programs, 
including those related to labour market manage- 
ment, was being closely questioned. 


In the context of this changing economic environment, 
it was recognized in the Speech from the Throne of 
April 1980 that new economic policies would be 
required to provide jobs, spur growth, improve regional 


balance and provide for an equitable distribution of 
economic opportunity. Labour market policies were seen 
to be a critical element of a new development strategy. 
Consequently, Parliament was asked to establish a Spe- 
cial Committee on Employment Opportunities for the 
1980s. The Government also established two task forces 
within the Department of Employment and Immigra- 
tion—one to examine the unemployment insurance pro- 
gram, the other to assess other federal policies which 
influence the operation of labour markets. It was 
envisaged that the reports of these task forces would 
represent the first step in a process leading ultimately to 
the redesign of federal labour market policies to meet 
the needs of the 1980s. 


The Task Force on Labour Market Development was 
given the following terms of reference: 


e to provide an overview of labour demand and 
supply conditions as they are likely to emerge over 
the next decade, with a view to identifying possible 
industrial, occupational and skill imbalances; 


e to re-examine the concepts of employment, unem- 
ployment and labour force participation in light of 
the changing nature of production processes and 
lifestyles, and to assess the implications for labour 
market and employment policies; 


e to review and assess the adequacy and cost effec- 
tiveness of training programs (both public and pri- 
vate) in meeting the projected requirements for 
trained manpower, and to investigate policy options 
for the provision of training services; 


¢ to assess the requirements for net immigration to 
relieve excess demand for particular skills in the 
Canadian labour market; 


e to assess the effect of employment and placement 
services, as well as other governmental programs 
and regulations, on the functioning of labour mar- 
kets, and to suggest methods of improving informa- 
tion flows and the efficiency with which labour 
demand and labour supply are matched; 


¢ to examine problems faced by particular groups of 
individuals in participating fully and effectively in 
the labour force on a fair and equitable basis, and 
to suggest policies and programs to assist these 
groups in realizing their potential; 


¢ to assess the role and impact of job creation pro- 
grams on employment, output and productivity, and 
to suggest improved methods of accomplishing the 
objectives of these programs. 


Given the breadth of its mandate and the limited time 
available for its pursuit, the Task Force relied to the 
extent possible on analytical work already carried out or 
being done in federal and provincial government depart- 
ments. It also sought professional advice and assistance 
from a variety of non-governmental sources. In a few 
areas where they were considered both necessary and 
feasible within the established time frame, outside stud- 
ies were commissioned. A list of these studies appears at 
the end of the Report. A collection of summaries of 
these studies will be published shortly, and the studies 
will be available from CEIC upon request. 


Labour market conditions are influenced to some 
degree by most economic and social policies at all levels 
of government. An attempt to cover all of this territory 
would have made this study an impossible task. It was 
therefore necessary to establish workable parameters. 
To do this, six broad sets of assumptions about the 
framework of government policy in the 1980s were 
established. 


e It was assumed that four major goals would contin- 
ue to be pursued: economic growth, high levels of 
employment, price stability, and an equitable distri- 
bution of economic opportunity. 


e It was assumed that there would be no change in 
the boundaries of federal and provincial jurisdiction 
as they pertain to labour markets. 


e It was assumed that although immigration would 
continue to be used for specific purposes, there 
would be no inclination to utilize this instrument on 
a large scale as a means of meeting the demand for 
workers in high-growth industries and regions. This 
means, of course, that the bulk of this demand will 
have to be met within Canada, which implies that 
Canadians will have to be prepared to respond to 
the opportunities offered by mobility between occu- 
pations, industries and regions. 


¢ It was assumed that policy designed to facilitate 
change in the structure of the economy would have 
as one of its basic goals an increase in real income 
per capita in all regions. This, of course, would not 
require a Static regional distribution of either the 
population or the labour force. 


e It was assumed that the current aggregate level of 
public investment in labour market development, 
including training in post-secondary education, 
employment services, employment programs and 
adjustment assistance, would be maintained in real 
terms throughout the 1980s. The Task Force did 
not attempt to determine the optimal overall level 
of investment in the development of human 
resources. Rather, it focused on questions of 
emphasis and relative allocation of expenditure 
across the range of principal program elements. 


e Finally, to limit the complexity of the analysis, it 
was assumed that there would be no change in 
policy governing industrial relations, pensions or 
employee compensation as they relate to the opera- 
tions of labour markets. The functioning of labour 
markets is powerfully affected by a number of 
factors outside the domain of federal policy. Provin- 
cial governments have jurisdiction over the educa- 
tion system, including apprenticeship, and over li- 
censing and certification of trades and professions; 
training is conducted in industry through more-or- 
less formal processes; labour unions influence con- 
ditions of entry and the content of training in many 
industrial and construction trades; and employers, 
through hiring and promotion procedures, influence 
the kinds of people working in different jobs. Wage 
structures established by employers or through col- 
lective bargaining also affect the allocation and use 
of labour. Given the limited time at its disposal, the 
Task Force has not examined many of these provin- 
cial and private sector practices which impinge on 
the functioning of the labour market. It has con- 
fined its work to those areas that can be influenced 
by federal policies and programs. 


These assumptions collectively imply a view that the 
role of labour market policies is not primarily to change 
the total demand for or supply of labour in the economy. 
Rather, the analysis is based on the premise that the 
primary role of these policies is to improve the allocation 
of labour among regions, industries and occupations, 
and to bring about a more equitable distribution of 
economic opportunity. Put another way, the primary 
role of the policies discussed in this Report is to facili- 
tate labour market adjustment to a changing industrial, 
geographic and occupational mix of economic activity. 


In many respects this is the classic role of labour 
market policies, but the emphasis in the present analysis 
is somewhat different and more general than that which 
has characterized most previous studies on the subject. 
In particular, many discussions of labour market policies 
suggest implicitly or explicitly that these policies are 


concerned only with the reduction of unemployment and 
the hardship associated with it. 


But unemployment is to a large extent just a symptom 
of badly functioning labour markets. To confine this 
study to unemployment would be to limit it to an 
analysis of the symptoms rather than the disease. The 
Task Force has, therefore, chosen to study the dynamic 
operation of labour markets and to analyze the impedi- 
ments to the achievement of higher levels of more 
productive employment. On the basis of this analysis, set 
out in Part I of the Report, we then go on in Part II to 
assess appropriate public policy to remove the impedi- 
ments to higher levels of employment and greater 
productivity. 


Part I begins in Chapter One with a discussion of the 
goals of economic and social policy, the nature of the 
trade-offs between them and the role of labour market 
policies in promoting the goals and attenuating the 
trade-offs. Chapter Two reviews the economic environ- 
ment in Canada in the recent past and briefly discusses 
the evolution of labour market policies in Canada and 
abroad. Chapter Three briefly reviews the state of 
knowledge about the nature and structure of unemploy- 
ment. Part I concludes with an analysis of the prospects 
for the 1980s in Chapter Four. 


Part II of the Report is devoted to a discussion of the 
various policy issues. 


© Chapter Five discusses the role of the public 
employment service in providing employment infor- 
mation and counselling services to individuals. It 
also outlines the requirements for longer-term intel- 
ligence about labour market conditions and sug- 
gests an institutional mechanism through which 
such intelligence can be effectively provided in the 
future. 


e Chapter Six sets out the labour market problems of 
particular target groups and the nature of the 
policy instruments required to deal with them. 


e Chapters Seven and Eight discuss the direct and 
indirect instruments used by the federal govern- 


ment to influence the structure of demand for 
labour. These instruments span several departments 
of government and involve many kinds of assistance 
to business (including tax incentives, tariff protec- 
tion and subsidies) and various direct employment 
development programs. 


e Chapter Nine deals with the federal role in the 
training system. It examines the existing federal 
contribution to training at all levels and, on the 
basis of estimated future demand for labour, 
assesses the need for reallocation and redirection of 
the federal effort. 


e Chapter Ten discusses the role of immigration as an 
instrument of labour market policy. 


* A recurring theme is that labour market policies in 
general contribute to the smoothing of adjustment 
processes in labour markets. Given the importance 
of this theme, Chapter Eleven examines in some 
detail appropriate policy responses to facilitate 
major adjustments in the labour market. 


e Chapter Twelve provides a summary of the princi- 
pal conclusions and suggested directions for change. 


This Report represents only a first step in a process of 
analysis, consultation, program design, legislation, and 
implementation. The intended result is a new set of 
labour market policies designed to meet the needs of the 
1980s. Our task has been to provide an assessment of 
general policy requirements based on an analysis of 
likely labour market conditions in the 1980s. We have 
not attempted to assess all existing programs in detail 
against the objectives for which they were designed. Our 
directional conclusions are meant to provide a basis for 
discussion and consultation rather than a precise recipe 
for change. The planned process of consultation itself is 
expected to suggest modifications and additional 
options. Following consultation, a period of intensive 
work will be required to produce effective program 
design. Where significant change is required, a phased 
approach to implementation will undoubtedly prove to 
be essential. 
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Chapter One 


The Nature of Labour Market Goals and 
the Role of Labour Market Policies 


Commitment to the goal of high employment has been a 
characteristic of the governments of all industrial socie- 
ties in the post-war period. In Canada this commitment 
was stated in the White Paper on Employment and 
Income presented to Parliament in 1945 (Dept. of 
Reconstruction, 1945), in which the government of the 
day outlined its policies for reconstructing a peacetime 
economy. In that document the government stated that: 


The central task of reconstruction ... must be to 
accomplish a smooth orderly transition from the 
economic conditions of war to those of peace and to 
maintain a high and stable level of employment and 
income. The Government adopts this as a primary 
object of policy. (p. 1) 


The White Paper did not state its commitment in 
terms of a precise numerical goal. It did, however, 
mention the concept of “full employment”: 


In setting as its aim a high and stable level of 
employment and income, the Government is not 
selecting a lower target than “full employment”’. 
Rather, the Government is mindful that employ- 
ment and incomes will be subject to fluctuations in 
the sphere of international trade, which cannot be 
wholly and instantaneously offset, and that seasonal 
fluctuations, resulting from climate and buying 
habits, are not to be overcome without much 
patient and resourceful work. (pp.1-2) 


There has been continuing debate and analysis among 
the public and professional economic communities as to 
what the numerical value of such « “full employment” 
goal should be and what policy instruments should be 
used to attain it. Reflecting the environment in which it 
was written, the White Paper concentrated on the 
employment goal. There was no mention of the goal of 
price stability or of an equitable distribution of income, 
nor was consideration given to the possibility of conflict 
among competing objectives. 


As the post-war period wore on, it became evident 
that single-minded pursuit of a goal of low unemploy- 
ment, although producing significant benefits, also gen- 


erated significant costs in the form of higher rates of 
inflation. Moreover, it was increasingly realized that 
even in times of low national unemployment, certain 
regions of the country continued to experience high rates 
of joblessness and relatively large numbers of people 
continued to be limited to low levels of income. Govern- 
ment statements of goals and objectives and their policy 
initiatives began to reflect a desire to ensure a fair 
distribution of employment opportunities and incomes 
among people and across regions. It was increasingly 
realized that this equity objective, like the low unem- 
ployment goal, could not be achieved without cost and 
that there could be conflict between the two objectives 
of a fairer distribution of income and output and greater 
efficiency in the production of output. 


Related to the elaboration of the goals of social and 
economic policy, and to the increasing recognition that 
single-minded pursuit of any one goal would probably 
conflict with the attainment of others, has been the 
progressive development of policies and programs to 
complement the traditional levers of macroeconomic 
policy to improve our ability to jointly achieve the 
various goals. 


With respect to the labour market, the need became 
generally recognized in the 1960s for increasing atten- 
tion to policies designed to improve the functioning of 
the labour market. Experience over the post-war period 
showed that while correct macroeconomic policies are 
necessary to achieve high employment with stable 
prices, they alone are not sufficient to achieve these two 
goals simultaneously. Policies are also needed to 
improve the operation of labour markets by enabling the 
supply of labour to adjust more rapidly to changing 
geographical, industrial and occupational demands. 
Labour market policies are viewed primarily as con- 
tributing in the medium term to improved efficiency in 
the functioning of labour markets, leading to improved 
ability of the macroeconomic policy levers to achieve 
low levels of unemployment without adding to inflation- 
ary pressure. 


Central to an understanding of the medium-term role 
of labour market policies and of the shorter-run role of 
macroeconomic policy is an understanding of the nature 
of unemployment and the concept of “full employment,” 
as well as an understanding of recent developments in 
the analysis of the full employment concept. 


In this chapter we discuss the nature of unemploy- 
ment and what economists mean by full employment, 
and examine the trade-off between price stability and 
employment objectives. Since equity considerations have 
figured increasingly in the elaboration of labour market 
policies since the late 1960s, the nature of the equity/ 
efficiency trade-off is discussed, followed by a general 
discussion of the role of labour market policies. 


The Nature of Unemployment 


Although the labour market goal of government is fre- 
quently stated officially in terms of high employment, 
the operative indicator of the extent to which this goal is 
achieved is usually the unemployment rate. Employment 
measures alone give no indication of the extent to which 
the available supply of labour is being used. The unem- 
ployment rate is a measure of the number of people 
unemployed relative to the numbers employed, tem- 
porarily laid off or seeking work. 


Although the unemployment rate is a reasonable way 
of translating the high employment goal into an opera- 
tional concept, it is not without ambiguities as an indica- 
tor of the extent to which the high employment objective 
is being achieved. 


e The unemployment rate is a result of the inter- 
action of demand and supply factors in the labour 
market and can vary significantly as individuals 
change their preferences and labour supply behavi- 
our. Movements in the rate are not necessarily a 
result of changes in the demand for labour. If, for 
example, labour force participation is highly sensi- 
tive to job opportunities, an increase in employment 
may well be accompanied by an increase in the 
labour force, leaving the unemployment rate rela- 
tively invariant to the increase in employment. 


The concept of labour supply is not clear-cut. For 
purposes of official labour force statistics, the 
unemployed include people on temporary layoff and 
those who are without work but were actively look- 
ing for work in the four weeks ending with the 
survey week. Thus a person who is without work, is 
available and wishes to work but did not actively 
search in the month preceding the survey would not 
be counted in the labour force or among the unem- 
ployed. So-called “discouraged workers,’ who cease 
looking for work because they believe no work is 


available, are not counted among the unemployed 
although their numbers are compiled and published 
in the official statistics. On the other hand, some 
people are counted who may be considered volun- 
tarily unemployed in the sense that they continue to 
search for the “right job” in spite of the availability 
of work that they could do. 


Notwithstanding these difficulties, the unemployment 
rate has responded reasonably well to variations in 
demand for workers over the post-war period. Move- 
ments in the aggregate unemployment rate are shown in 
Figure 1-1 and movements in an alternative indicator 
are shown in Figure 1-2. The concept in Figure 1-2 is 
the ratio of employment to population, the percentage of 
the working-age population which is employed. Because 
this measure avoids the difficulty of defining those who 


Figure 1-1 
Consumer Price Index and Unemployment Rates, 
1953 to 1980 
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Figure 1-2 
Employment/ Population Ratios, 1953 to 1980! 
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are in or out of the labour force, it is frequently used to 
complement the unemployment rate as an indicator of 
labour market performance. 


Serious debate over the nature of unemployment, the 
numerical size of the unemployment rate which consti- 
tutes full employment, and the appropriate policies for 
reducing joblessness began in the early 1960s during the 
first serious post-war recession in North America. It is 
evident from Figure 1-1 that the unemployment rate, 
after remaining in the neighbourhood of 3 to 4 per cent 
during the early years of the post-war period, rose to 
relatively high levels in the years between 1957 and 
1961. During this period the potential for conflict 
between employment and price stability goals and the 
costs and benefits associated with each began to be 
extensively examined. 


Analysis of the nature of unemployment led econo- 
mists to distinguish between unemployment stemming 
from a deficiency of aggregate demand in the economy 
and joblessness arising from other, non-cyclical, factors. 
The non-cyclical factors are longer run and more deep- 
seated in nature. They consist of: 


¢ frictional unemployment, a normal characteristic of 
a dynamic labour market in which job turnover is 
continually occurring as people search for better 
jobs; 

¢ seasonal unemployment, attributable to the season- 
al nature of economic activity in some industries 
such as construction, fishing and agriculture; and 


¢ unemployment resulting from structural factors 
such as technological change or changes in the 
industrial structure which cause mismatches be- 
tween the requirements of available jobs and the 
skills, experience, or location of unemployed work- 
ers, as well as barriers in hiring practices and 
procedures which deny access to some groups. 


With the exception of the seasonal component, non- 
cyclical unemployment has never been defined in a way 
which permits direct measurement with available data. 
We return to this issue below and in Chapter Three. 


The major debate in the early 1960s was between: 


e those economists who argued that the high unem- 
ployment of the time was a consequence of longer- 
run structural factors and was not amenable to 
influence by aggregate demand policies; and 


e those who argued that a significant portion of 
unemployment was of a demand-deficient or cycli- 
cal nature which could be eliminated by expansion- 
ary fiscal and monetary policy. 


The debate was most sharply etched in the United 
States, where the government formulated a view that the 
high unemployment prevailing at the time was attribut- 
able to both demand deficiency and structural factors. 
The Council of Economic Advisors argued in its 1963 
Report that: 


Success in a combined policy of strengthening 
demand and adapting manpower supplies to evolv- 
ing needs would enable us to achieve an interim 
objective of 4 percent unemployment and permit us 
to push beyond it in a setting of reasonable price 
stability. Bottlenecks in skilled labour, middle level 
manpower, and professional personnel tend to 
become acute as unemployment approaches 4 per- 
cent. The result is to retard growth and generate 
wage-price pressures at particular points in the 
economy. As we widen or break these bottlenecks 
by intensified and flexible educational, training, 
and retraining efforts, our employment sights will 
steadily rise. (p. 42) 


In Canada the government has never explicitly adopt- 
ed a high employment goal expressed in terms of a 
target “full employment” rate. The first extended dis- 
cussion of economic goals in Canada after the 1945 
White Paper was contained in the First Annual Review 
of the Economic Council in 1964, which stated: 


The question as to what would be a reasonable 
employment target for the Canadian economy is a 
particularly difficult one to answer. The concept of 
full employment varies considerably from country 
to country. Nowhere does it mean 100 per cent 
employment of the labour force. In any free 
society — even in countries experiencing an intense 
labour shortage — there is always a certain mini- 
mum amount of voluntary or unavoidable unem- 
ployment as workers move from one job to another. 
In the light of careful studies, we have concluded 
that a 97 per cent rate of employment, or a 3 per 
cent rate of unemployment, of the labour force 
would constitute a realistic objective to be aimed at 
over the balance of the 1960’s, and that economic 
policies should be actively directed toward the 
achievement of this target. (pp. 37-39) 


The Council explicitly recognized that the 3 per cent 
target had important implications for other objectives 
such as price stability. It further stated that: 


While we consider this target to be a realistic 
objective for 1970, we do not regard it as an 
ultimate or ideal goal. Improved manpower policies 
can and should be developed and employed which, 
over the longer run, would help to reduce the 
minimum levels of frictional, structural and season- 
al unemployment, thus making possible a higher 
employment target....we believe that this potential 
level of utilization of the labour force can be 
achieved on a sustained basis only if effective 
labour market policies are developed to promote 
higher and more efficient use of our manpower 
resources. (pp. 38-39) 


Unemployment rates in both Canada and the United 
States declined dramatically in the mid-1960s following 
the large tax cut instituted in the United States and the 
1962 devaluation of the Canadian dollar. These events 
demonstrated rather conclusively that a substantial 
portion of unemployment in the early 1960s was of a 
demand-deficient nature. 


The mid-1960s, however, represented the only period 
during which the Economic Council target of 3 per cent 
unemployment has been approached. Since that time 
there has been a tendency for the unemployment rate to 
drift upward and for the rate associated with each 
successive peak in economic activity to be higher than 
that achieved at the preceding peak. In addition, the 
rate of inflation measured by the most commonly used 
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indicator, the Consumer Price Index, has tended to 
increase since the mid-1960s. These observations lead to 
two further questions. 


e Why has the unemployment rate tended to drift 
upward over time: is it the result of an increase in 
demand-deficient unemployment, an increase in 
non-cyclical unemployment, or some combination 
of the two? 


e What is the nature of the relationship between the 
unemployment rate and the rate of price inflation? 


Why Has the Unemployment Rate 
Drifted Upward over Time? 


Before addressing this question it is important to note 
that economists have never succeeded in measuring 
directly the cyclical and non-cyclical components of 
unemployment. Rather the measure of non-cyclical 
unemployment has always been defined inferentially in 
light of past experience. A crude way of doing this is to 
identify as non-cyclical that unemployment rate which 
occurred at the most recent peak level of economic 
activity. This non-cyclical unemployment rate can be 
interpreted as the lowest rate attainable in the short run 
using the instruments of macroeconomic policy. 


Put another way, the non-cyclical unemployment rate 
effectively measures the concept of full employment in 
the short run. There has been a tendency for the full- 
employment unemployment rate defined in this way to 
drift upward over the past 15 years. In 1974, the last 
year in which the economy is generally agreed to have 
been operating at its capacity level of production, the 
unemployment rate was 5.3 per cent, compared with 3.4 
per cent in 1966, the previous peak year. 


Many economists would argue, however, that a rate in 
the neighbourhood of 5 per cent overstates the extent to 
which macroeconomic policy can permanently reduce 
unemployment. They would observe that the 5.3 per 
cent rate reached in 1974 was accompanied by rapidly 
rising wage and price inflation, and would assert that 
the only acceptable definition of the full-employment 
unemployment rate is one which takes account of the 
extent to which the price stability goal, or the inflation 
stability goal, is met. This leads to a definition of the 
unemployment rate attainable by macroeconamic policy 
as that rate observed to be consistent with a stable, or 
non-accelerating, rate of inflation, a rate sometimes 
referred to as the natural rate of unemployment. This 
concept is discussed later in the chapter. 


Although the consensus among economists is that the. 
apparent upward drift in the non-cyclical unemployment 
rate in recent years is attributable largely to labour 


market factors, other factors may also have contributed. 
Labour is only one of a number of inputs into the 
production process. The amount of output we are cap- 
able of producing at any given time can be constrained 
by the quantity of labour supplied, its quality in terms of 
the skill and experience mix, and the size of the capital 
stock. Some would argue that the real constraint in 
recent years has been a slowdown in the rate of growth 
of the capital stock relative to the rate of growth in the 
labour force. This is a complex issue and is not within 
the purview of the Task Force. In any event there is 
general agreement among economists that a number of 
factors in the labour market — demographic, institu- 
tional, and behavioural — have contributed to the 
increase in non-cyclical unemployment over the past 15 
years. 


Table 1-1 


Composition of Labour Force for 
Selected Age/Sex Groups 


Adult Adult 


Youth women men Total 

(per cent) 
1955 22.8 14.1 63.1 100.0 
1960 21.9 L723 60.8 100.0 
1965 23.4 19.6 57.0 100.0 
1970 25.4 22.4 Sy 100.0 
1975 DD 24.6 48.2 100.0 


1980 26.4 hel: 45.9 100.0 


Source: Based on Statistics Canada, Labour Force Survey. 


As Table 1-1 shows, the demographic composition of 
the labour force has changed dramatically in recent 
years. The proportions of young people (ages 15 to 24) 
and of adult women in the labour force have increased 
rapidly over the past fifteen years, young people as a 
result of the maturing of the “baby boom” generation 
and increasingly in the 1970s because of rising youth 
participation rates, and adult women because of a very 
strong increase in their labour force participation rate. 
These changes resulted in a labour force in 1975 in 
which some 27 per cent were young people, compared 
with 23 per cent a decade earlier, and in which adult 
women comprised almost 25 per cent, compared with 
slightly less than 20 per cent in 1965. 


Concomitantly, the proportion of the labour force 
consisting of the traditional “prime age male” declined 
over the same period from 57 per cent to slightly more 
than 48 per cent. 


The adult female labour force was already growing 
very rapidly in the decade prior to 1965, but in that 
period there was no marked tendency for the unemploy- 


ment rate of women to rise relative to that of adult men. 
It is significant, however, that the youth labour force 
began its rapid growth in the mid-1960s. Although there 
is little direct evidence, it is reasonable to infer that the 
rising relative unemployment rates of youth and adult 
women in the past fifteen years have been related to 
limits to the ability of the economy to absorb the 
extraordinarily large numbers of new entrants and re- 
entrants to the labour market with limited experience 
and, in many cases, with limited training. Moreover, 
hiring practices and procedures may have further 
restricted job opportunities to a narrow range of 
occupations. 


A growing economy requires a mix of workers with 
varying skill and experience levels. For a given wage 
structure, there is a given rate at which entry level jobs 
(the kinds of jobs for which young people and many 
re-entering women are qualified) are created by a grow- 
ing economy. This rate will be influenced by the nature 
of the industrial composition of economic and employ- 
ment growth. The number of entry level jobs can be 
larger or smaller for a given aggregate rate of economic 
growth, depending on whether growth is concentrated in 
industries which require relatively large or small num- 
bers of new entrants. It seems clear that the nature of 
economic growth in Canada in the 60s and 70s, concen- 
trated largely in the service industries, was such as to 
facilitate absorption of very large numbers of new 
entrants and unskilled job seekers. As a consequence, 
the very large numbers of new entrants were absorbed 
remarkably well. 


Adaptation of the economy to a changing mix of 
workers will be affected by the extent to which wages 
for different kinds of workers and jobs respond to chang- 
ing supply and demand conditions in labour markets. 
There are good personnel management reasons why the 
relative wage structure does not respond rapidly to 
changes in the skill and experience mix of the work 
force. It is recognized by industrial relations specialists 
that abrupt changes in relative wages can have disrup- 
tive effects on employee morale and behaviour, reducing 
productivity and increasing unit labour costs. 


The natural inertia in relative wages was intensified 
during the 1970s by the minimum wage policies of 
federal and provincial governments. On average, mini- 
mum wages increased rapidly in the first half of the 
1970s both absolutely and relative to the average indus- 
trial wage. Pressure to increase minimum wage rates in 
all jurisdictions was partly a function of the thrust 
towards greater income equity and was reinforced by the 
tendency for social assistance benefits to be increased 
during this period. The provinces feared that the erosion 
of work incentives arising from higher rates of social 
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assistance benefits would swell the rolls and costs of 
social assistance. In recent years, the rate of increase in 
minimum wages has slowed down, perhaps because of 
an increasing realization that high minimum wages 
reduce employment prospects for important segments of 
the labour force. 


There is little evidence available as to the extent to 
which relative wages of young people and adult women 
did in fact decline in response to the excess supply. Such 
evidence as there is suggests that the incomes of young 
people declined slightly during the late 1960s relative to 
the incomes of more experienced workers. The decline 
was not great and was reversed during the 1970s. Thus, 
on balance, the limited evidence available suggests that 
the adjustment in relative wages was not large. 


The other major policy variable influencing the non- 
cyclical rate of unemployment was undoubtedly changes 
in unemployment insurance provisions. Specifically, the 
1971 revisions to the UI program substantially increased 
benefits in terms of both replacement income ratios and 
duration. At the same time the qualifications regarding 
previous employment necessary to draw benefits were 
significantly reduced. 


These changes may be expected to have increased the 
attractiveness of labour force participation, increased 
the rate at which people tend to quit existing jobs, and 
lengthened the duration of time people remain unem- 
ployed. Moreover, a more generous UI program reduces 
the costs of layoffs to employers. With higher and longer 
income replacement through UI, laid-off employees are 
more likely to wait for re-employment in the same firm, 
and employers are less likely to have to bear the costs of 
new hiring when production expands. A more generous 
UI program, therefore, may be expected to encourage 
employers to lay-off and rehire employees more fre- 
quently than they otherwise would. 


Several studies have confirmed that the 1971 UI 
revisions had a significant impact on the unemployment 
rate, increasing it by approximately one percentage 
point. More recently, amendments to the UI legislation 
in 1975, 1977, and 1979 partially offset the 1971 
changes by reducing the level of benefits and making 
application of the Act more restrictive, but significant 
incentives remain to encourage unstable employment 
patterns. 


Several other factors have also influenced labour 
market behaviour through their effect on household 
income. The stability and levels of household income 
over time have been powerfully affected by the increas- 
ing frequency of multi-earner families and by the sus- 
tained growth in productivity which characterized much 
of the post-war period. 
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As more married women have entered the labour 
force, the number of multi-earner families has risen 
dramatically and the percentage of families with at least 
one unemployed person and no persons employed has 
declined substantially. In 1961, of those family units 
experiencing some unemployment, some 45 per cent had 
no persons in the family unit employed. By 1975 this 
percentage had declined to 33 and by 1980 to 26 per 
cent. In other words, by 1980 in 74 per cent of families 
with someone unemployed, at least one other family 
member was earning income. 


The increase in multi-earner families and increased 
size and duration of UI payments suggest that the 
family income losses associated with unemployment are 
substantially less severe than they were in the early 
1960s. This does not mean there is no hardship associat- 
ed with unemployment; even among multi-earner fami- 
lies hardship may exist. The earnings of second and 
third workers in many multi-earner families clearly 
provide more than just “discretionary” income for 
luxury goods. 


The evidence on higher levels and increased stability 
of family incomes has been used, along with analysis of 
labour market dynamics, in support of the proposition 
that unemployment is increasingly of a voluntary nature. 
We argue in the discussion of labour market dynamics 
in Chapter Three that one cannot derive this conclusion 
from the evidence on labour market flows. The income 
evidence is, however, consistent with the argument that 
the upward drift in unemployment is in part related to 
changing individual behaviour associated with higher 
levels and increased stability of incomes. In brief, the 
argument is that there is an increased degree of “volun- 
tariness” in unemployment since the unemployed can 
now afford to search longer than they formerly could for 
jobs that match their skills, experience and aspirations. 


While recognizing that there is some merit in this 
argument, the Task Force is of the view that it is not 
clear that a distinction between voluntary and involun- 
tary unemployment is analytically meaningful or useful. 
This is an issue on which more work is needed. (It is 
discussed in two papers prepared for the Task Force by 
Graham Glenday and Glenn P. Jenkins.) The distinction 
between the concepts of unemployment and “not in the 
labour force” will remain unclear until we have a better 
understanding of the nature of voluntary and involun- 
tary unemployment than we now have. 


Moreover, it is not obvious that increased costs are 
associated with increased duration of job search. To the 
extent that increased search results in a better match of 
workers and jobs, unemployment may be associated with 


longer-run gains in labour market efficiency which tend 
to offset its short-run costs. 


It is important to note that all of the evidence 
adduced in support of the proposition that the non-cycli- 
cal rate of unemployment has drifted upward over time 
is inferential in nature. Indeed some economists would 
argue that the kind of evidence cited above merely 
describes what has happened in aggregate terms in 
labour markets during recent years and says very little 
about cause and effect. 


It has been argued, for example, that the high and 
rising unemployment rate in recent years was “‘caused”’ 
by extremely rapid labour force growth and that the 
projected slowing of labour force growth will result in a 
lower unemployment rate because the smaller numbers 
of new entrants and re-entrants to the labour market 
will be more easily absorbed. 


The Task Force does not accept this view. The rela- 
tionship between labour force growth and unemploy- 
ment is more complex than this analysis would suggest. 
For example, during the 1950s the labour force grew 
very rapidly but the unemployment rate remained at 
very low levels. In those years growth in aggregate 
demand was strong and induced a large flow of skilled 
and experienced immigrants into Canada. In the 1980s, 
slower labour force growth will be accompanied by 
substantial changes in the composition of the labour 
force. Since there will be fewer new entrants basing 
career choices on current and future needs, it follows 
that greater adjustment to changing industrial and 
regional demand will be borne by workers already in the 
labour force for whom adjustment is more difficult. This 
could tend to sustain high unemployment. 


Our discussion to this point has concentrated on the 
unemployment rate. This rate, which measures the 
number of people experiencing unemployment at a point 
in time, is a “stock” concept and suggests that there 
exists a group of unemployed workers within the labour 
force which fluctuates very little over time. 


Our understanding of the nature of unemployment is 
enriched by looking at the extent to which individuals 
move among the labour market states of employment, 
unemployment and “not in the labour force” over a 
period of time. This kind of analysis, which has devel- 
oped substantially over the past ten years, recognizes 
that the particular individuals experiencing unemploy- 
ment change from month to month as people move from 
one labour-market state to another. As a consequence, 
the proportion of workers experiencing unemployment 
during a year is significantly greater than is indicated by 
the average unemployment rate for the year. 


For example, over the last five years there were, on 
average, about 832,000 unemployed in each month. 
Although some people remain unemployed for long peri- 
ods of time, large numbers of people flow in and out of 
unemployment every month. On average during 1976-79 
about 342,000 persons became unemployed each month, 
361,000 left unemployment and 472,000 remained 
unemployed from one month to the next. Over the same 
period, there were on average over 10,000,000 persons in 
the labour force each month but about 428,000 left it. 
On average each month about 1,215,000 persons 
changed their labour force status. As a result of these 
movements into and out of the labour force, the number 
of persons in the labour force during a given year 
exceeded the average monthly labour force by about 
14.5 per cent during 1976-78. 


It is clear that the flows among the states of being 
employed, unemployed and not in the labour force are 
large and continuous. We report the preliminary results 
of our analysis of the employment experiences of a 
representative group of individuals, using UI adminis- 
trative data, in Chapter Three. We have only begun to 
scratch the surface of this rich data base. Further 
analysis should greatly improve our knowledge of unem- 
ployment, but difficult analytical problems remain to be 
solved. For example, we do not yet know of any satisfac- 
tory methods by which to link analysis of individual 
unemployment experience with the more aggregate 
analysis discussed in this chapter. 


The Task Force draws the following conclusions from 
this analysis. 


e There are both demand-deficient and non-cyclical 
components to unemployment which must be dealt 
with jointly by a mix of aggegrate demand and 
labour market policies, subjects which are discussed 
below. 


e The evidence strongly suggests that the non-cyclical 
component of unemployment has increased signifi- 
cantly in recent years. This suggests less scope for 
reducing the rate substantially in the short run and 
enhances the importance of medium-term labour 
market policies. 


¢ Unemployment should not be perceived as a volun- 
tary phenomenon experienced by a large proportion 
of workers. 


e The current state of labour market analysis is 
unsatisfactory in the sense that it does not permit a 
disaggregation of the components of total unem- 
ployment into their longer-term non-cyclical and 
demand-deficient components. There is as yet no 
way that we know of to link microanalysis of labour 
markets with macroeconomic analysis. The Task 


Force is uneasy about this but has no ready 
answers. It is clear that this is an area of analysis in 
which more work is urgently required. 


The Trade-off between Inflation 
and Unemployment 


In setting its goals for the Canadian economy in its 1964 
Review, the Economic Council recognized that: 


The strong demand positions which are required to 
attain high levels of output and employment also 
tend to exert upward pressures on prices. In such 
circumstances, therefore, there are dangers of a 
broadening range of price increases as the economy 
reaches higher levels of activity. Bottlenecks tend to 
develop in the supplies of skilled manpower and 
particular items of machinery and investment 
goods, and prices and costs begin to creep up. 
(p.104) 


Recognizing that achievement of reasonable price stabil- 
ity would be difficult to attain under conditions of high 
employment and vigorous growth, the Council noted 
that a number of conditions and policies would be 
necessary, including increased adjustment to change, 
mobility of productive resources and “greatly increased 
emphasis on effective labour market policies and more 
comprehensive long-term planning in business firms.” 


(p.189) 


The Council’s unemployment objective was never 
reached and the generally higher rates of unemployment 
experienced in the years subsequent to its 1964 Review 
were accompanied by an increase in the rate of inflation. 
Government concern at these events led to the issuance 
in 1968 of a White Paper on Policies for Price Stability 
(Dept. of Consumer and Corporate Affairs, 1968), 
which concluded that the means available to government 
for influencing the Canadian economy were not suffi- 
cient “to resolve the very real conflict which exists at the 
present time between the objectives of maintaining high 
level employment and restoring the price stability that is 
necessary for sustained economic growth” (p. 10). A 
Prices and Incomes Commission was established in 1969 
to examine and report on these issues. 


The experience of rising inflation and unemployment 
was common to many industrialized economies and led 
economists to investigate intensively the nature of the 
relationship between labour market pressure, measured 
by the unemployment rate, and the rate of price 
inflation. 


Throughout most of the 1950s and 1960s an inverse 
relationship prevailed between the rate of unemploy- 
ment and the rate of price increase, as shown in Figure 
1-1, so that in periods when the unemployment rate was 
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declining the rate of price increase was rising. On the 
basis of this observed relationship, economists developed 
the notion of the “trade-off” curve, obtained by plotting 
the information in Figure 1-1 in a slightly different way, 
as shown in Figure 1-3. 


Figure 1-3 
Inflation and Unemployment, Canada, 1960 to 1979 


Rate of change of CPI (%) 
at 
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Unemployment rate (%) 


Source: Based on Statistics Canada data. 


Looking only at the data in Figure 1-3 for 1961 to 
1966, what this relationship seemed to be saying was 
that societies could achieve very low rates of unemploy- 
ment so long as they were prepared to tolerate higher 
rates of inflation. This relationship seemed to imply that 
the instruments of macroeconomic policy could effec- 
tively reduce non-cyclical unemployment so long as 
society was prepared to pay the price in the form of a 
higher rate of inflation. Early analysis of the trade-off 
was conducted largely in the absence of any independent 
analysis of the non-cyclical rate of unemployment; in an. 
influential Canadian study published by the Economic 
Council (1967), the authors simply assumed that “‘full 


employment” was equal to the Economic Council’s 
target level, noted earlier, of 3 per cent. 


The fact that more complete and systematic consider- 
ation of the importance of the non-cyclical rate of 
unemployment was not included in early analysis of the 
trade-off is probably due to the fact that it was initially 
derived as a purely empirical relationship. More sys- 
tematic analytical investigation of the underpinnings of 
the trade-off relationship in the late 1960s led to a 
substantial reinterpretation of its nature in the light of 
the wage and price setting mechanisms of firms and 
workers and of the concept of the non-cyclical rate of 
unemployment which, for purposes of this analysis, was 
renamed the “natural rate” of unemployment. 


In essence the argument was that if the government 
tried to force the unemployment rate below this equilib- 
rium level, prices would increase at a higher rate and as 
wage increases caught up with the higher rate of price 
increase the economy would be pushed back to its initial 
equilibrium or “natural” unemployment rate. Thus the 
economy could only be kept operating at a rate of 
unemployment below the so-called natural rate if gov- 
ernment and society were prepared to see the rate of 
inflation continue to escalate to ever higher levels. 


Many economists argue that the natural rate of 
unemployment is essentially what we earlier called the 
non-cyclical unemployment rate. The estimated size of 
the natural rate of unemployment, however, is not 
always derived from characteristics of the operation of 
the labour market per se, but rather from an assessment 
of the particular level of unemployment observed from 
recent history to be consistent with a stable rate of 
inflation. Put another way, the estimated size of the 
natural rate of unemployment can change quite 
independently of changes in labour market conditions, if 
characteristics of the inflationary process change. 


Estimates of the size of the natural rate of unemploy- 
ment in Canada have tended to increase steadily in 
recent years. While labour market factors may well have 
contributed to the increase, it is likely that changing 
dynamics of the inflationary process have also been 
important. Indeed, in recent years the rate of inflation 
has outpaced the rate of increase in wages by a signifi- 
cant margin, so that it is doubtful that the current high 
level of inflation has been generated by excessive tight- 
ness in labour markets. 


As the unemployment rate has tended to drift upward 
in recent years, the inflation rate has tended to rise over 
time independently of short-run variations in economic 
activity. As is the case with unemployment, although 
proximate reasons can be adduced for any given increase 
in the inflation rate, the inflationary process in all its 


manifestations is not well understood. An increasing 
number of economists and social critics argue that the 
process of economic growth itself has been a contribut- 
ing factor and that, notwithstanding the substantial 
increase in average levels of economic well-being in 
recent years, perceived inequities within and among 
nations have been a principal source of a restless quarrel 
over shares that has seriously escalated over the past few 
years. Further, it is argued that the quarrel has been 
intensified as rising energy, food and housing prices 
have led to substantial income transfers and the losers 
have sought to protect themselves from the resulting 
declines in their real incomes. 


It is not surprising that governments feel hamstrung 
in this environment. Nor, one can plausibly argue, is it 
surprising that governments should view with increasing 
concern the prospect of a socially debilitating accelera- 
tion in the rate of inflation from a level which is already 
high. In other words, the perceived costs of risking a 
further increase in the rate of inflation loom larger and 
larger, the higher the actual rate. 


On the other hand the perceived costs associated with 
historically high rates of unemployment, although they 
continue to be real and substantial in terms of forgone 
output, have tended in other important aspects to 
decline in recent years. In particular, it is clear that the 
hardship associated with unemployment is today much 
less than it was even 15 years ago. 


It is plausible and reasonable to argue that the per- 
ceived costs of the risk of higher inflation have risen 
substantially in recent years, while the costs to individu- 
als associated with an historically high unemployment 
rate have declined. It is understandable, therefore, that 
governments should be increasingly reluctant to risk the 
costs associated with higher inflation in order to obtain 
the perceived lower benefits attainable from lower 
unemployment. 


In summary, given the increased susceptibility of the 
economy to escalating inflation, the price of reducing 
unemployment by the use of aggregate demand policies 
alone has become very high. Similarly, given the extent 
to which high inflation appears to be entrenched in the 
economy, the price of reducing inflation solely by more 
restrictive aggregate demand policies is also likely to be 
extremely high because it would require a substantially 
increased level of unemployment maintained for a pro- 
longed period of time. 


In this environment it is critically important that 
structural labour market policies be realigned and reori- 
ented to improve and facilitate adjustment processes in 
labour markets. To the extent that this can be done, the 
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degree of labour market tightness associated with any 
given degree of unemployment can be reduced, resulting 
in lower inflationary pressure and enabling the instru- 
ments of macroeconomic policy to be used to greater 
effect to reduce the unemployment rate. 


The Trade-off between Equity 
and Efficiency 


Although the Canadian economy, like others in the 
industrialized world, has faced increasing difficulty in 
recent years in achieving simultaneously the goals of full 
employment and reasonable price stability, the pace of 
economic growth over the post-war period has been 
rapid and reasonably well sustained. There has, how- 
ever, been wide variation in the degree to which 
individuals and regions have had access to jobs and 
income. 


Government tax and transfer policies have been 
increasingly governed by equity considerations. Labour 
market policies and programs since the 1960s have 
attempted to improve the employability of hard-to- 
employ workers. There has been increasing concern at 
the marked diversity of employment opportunities and 
incomes across provinces, and various equal employment 
opportunity measures have been instituted, such as 
enactment of the Canadian Human Rights Act and its 
provision for equal pay for work of equal value. 


With respect to regional disparities in job opportuni- 
ties and unemployment, considerations of economic effi- 
ciency would argue for enhanced programs of labour 
mobility to allow and encourage workers in areas of high 
unemployment to be trained for and move to areas of 
abundant job opportunities. However, the social costs 
associated with migration on a scale sufficient to allevi- 
ate these disparities have been regarded as unacceptably 
large for both receiving and sending regions. Increasing 
use has been made of government policies and programs 
to improve employment opportunities in high unemploy- 
ment regions rather than to encourage outward mobility. 


This was reflected in the establishment of the Depart- 
ment of Regional Economic Expansion, which adminis- 
ters programs to enhance the level of economic activity 
in slow-growth regions by providing direct support to 
industrial activities, funds to improve the infra- 
structure and to enhance the development of selected 
industrial sectors such as agriculture and tourism. 


It was also reflected in programs of direct job creation 
and income transfers targeted increasingly at regions of 


16 


chronically high unemployment and relatively low 
incomes. 


In cases where distributional motivations predomi- 
nate, difficult choices have to be made among competing 
goals and objectives. For example, extending support to 
activities in slow-growth areas can have a number of 
consequences. 


¢ Workers will be encouraged to remain in or return 
to the slow-growth areas and net out-migration will 
be reduced. While the individuals involved may as a 
consequence consider themselves to be better off, 
there is a cost to the Canadian economy as a whole. 


¢ Outputs in high-growth regions can be retarded 
because the labour supply is lower than it would 
otherwise be. 


There are situations, however, in which the goals of 
equity and efficiency are mutually supportive. This is 
most clearly the case with respect to measures designed 
to better integrate women and Native people into the 
labour force. To the extent that these groups acquire a 
greater diversity of skills and experience, equity will be 
increased, labour market adjustment processes will 
occur more smoothly and the economy will be able to 
adapt more easily to changes in the industrial and 
geographic structure of economic activity. Chapter Four 
argues that improved integration of women and Native 
people will in fact be critical to a smoothly functioning 
economy in the years to come. 


Where equity and efficiency goals conflict, there are 
no hard and fast criteria on the basis of which decisions 
can be made as to the appropriate mix of equity and 
efficiency considerations. Choosing the appropriate mix 
is a profoundly political choice and is the prerogative of 
society as represented by its government. It is important, 
however, that the true costs of such choices be known 
and form a part of the decision-making process. This 
question is discussed in later chapters with respect to 
specific issues. 


The costs to society can, however, be inordinately 
high and the inefficiency associated with programs to 
achieve equity goals may be unduly large if such pro- 
grams are designed and used as a result of a faulty 
diagnosis of the problem to be rectified. These issues 
with respect to labour market programs are discussed in 
more detail in Chapter Two, which concludes that in 
some important respects labour market programs have 
been used in inappropriate ways and that the costs 
associated with achieving equity goals can be signifi- 
cantly reduced by a realignment of policies. 


The Role of Labour Market 
Policy Instruments 


Virtually all studies and discussions of the policies 
required to achieve the goals of high employment and 
reasonable price stability stress: 


e the limited ability of the levers of macroeconomic 
policy to achieve low unemployment in the short 
run; and 


e the importance of longer-run structural policies to 
facilitate the operation of labour market adjust- 

- ment processes leading to lower levels of non-cycli- 
cal unemployment. 


The role of structural policies in general and of labour 
market policies in particular was ably stated by the 
Standing Senate Committee on National Finance in 
their 1971 report: 


From a stabilization standpoint, supply and struc- 
tural policies basically do two things for the 
economy: 


1. They steepen the potential growth path of the 
economy by increasing the supply of goods and 
services available. 


2. They make it easier for the economy to return to 
its growth path without serious inflation follow- 
ing a downward deviation into slackness and 
unemployment. This return to the growth path 
never occurs evenly across the economy but 
instead is characterized by particularly rapid 
demand growth, now in one group of sectors, 
now in another. Effective supply and structural 
policies permit it to go ahead more steadily with 
fewer bottlenecks and “spot” inflationary out- 
breaks. 


In the heat and passion of an economy caught in a 
serious inflationary problem, these policies have 
little appeal, which is one major reason why they 
have not been stressed nearly enough in Canada. ... 
This is the typical political situation, not just in 
Canada, but in any stop-go economy faced with a 
serious inflationary outbreak. In such an atmos- 
phere, slower-working policies command little 
attention and indeed offer little practical escape 
from the immediate difficulty. 


But in the context of a longer-run and ultimately 
more effective anti-inflationary strategy, these poli- 
cies come into their own. Far from being irrelevant, 
they offer perhaps the most important practical 
way in which government policy can move to 
reduce the trade-off dilemma between high employ- 
ment and price stability. And...their side effects are 
mostly good, consisting of such things as higher 
gains in productivity and living standards. 


We therefore strongly endorse the general concept 
of supply and structural policies, considering them 
to be an absolutely indispensable part of a really 
effective economic stabilization strategy. (p. 66) 


These words were written ten years ago. We would 
argue even more strongly that in the present environ- 
ment, in which significant shifts in either direction in the 
use of macroeconomic policy are perceived to be impos- 
sible, structural policies, of which labour market policy 
is an important element, are even more critical in 
achieving good economic performance. 


Labour market policy can be characterized as having 
three main elements: 


¢ policies designed to facilitate the operation of 
labour markets and improve adjustment processes 
including unemployment insurance, the employ- 
ment service and adjustment assistance; 


¢ policies concerned with improving the quality of 
labour supply, including training, geographical 
mobility, and immigration; and 


e policies concerned with employment demand, com- 
prising the activities of DREE, the job creation 
activities of the CEIC, the industrial incentives 
programs of other government departments and 
measures to improve the integration of some groups 
into the labour market. 


The central role of all labour market policies is to 
contribute to better economic performance by increasing 
the extent to which the available supply of labour is 
employed in productive jobs. Many of the elements of 
labour market policy operate on the supply side of the 
market to facilitate the adaptation of workers to chang- 
ing economic circumstances among industries and geo- 
graphic regions, and to changing production technology. 
Other measures, operating on the demand side, are 
designed to improve the opportunities for productive 
employment of workers in regions of high unemploy- 
ment and to preserve a reasonable distribution of the 
population across the country. 


In much of the discussion of labour market policies 
throughout this report, we have stylized the roles of the 
various policy instruments and the problems with which 
they deal as if different problems existed independently 
of one another and could be dealt with separately by use 
of different policy instruments as appropriate. We 
argue, for example, that cyclical problems are appropri- 
ately dealt with by the tools of macro-economic policy 
and problems relating to the structure of labour markets 
by one or more of the various labour market policy 
instruments. 


In fact it is frequently difficult to diagnose the extent 
to which a particular problem is short or long run, 
cyclical or structural in nature. Longer-run structural 
changes are often initially perceived as being temporary 
and only become recognized as chronic over time. As a 
consequence, the policy response is frequently to adopt 
measures to maintain employment and income in the 
affected firm, industry or region. Moreover, the policy 
response may also be conditioned by prevailing econom- 
ic and social conditions. Where, for example, the use of 
macroeconomic policy is constrained by fears of 
accelerating inflation, a strong temptation exists to 
introduce a series of smaller measures to maintain 
employment, measures which may well operate to 
impede growth in productivity and income over the 
longer run. 


It is also important to realize that the smoothness 
with which labour market adjustment processes operate 
in the economy is strongly influenced by the state of 
aggregate demand as well as by labour market policies. 


e Positive adjustment, i.e., adjustment which leads to 
more productive employment and higher produc- 
tivity growth, is much more easily accommodated 
when aggregate demand is strong than when condi- 
tions are slack and cyclical unemployment is high. 


¢ Workers find it easier to move out of declining 
industries when abundant job opportunities exist 
elsewhere in the economy. 


e The severity of structural problems is significantly 
influenced by the state of aggregate demand. Hard- 
to-employ people tend to be most severely affected 
by recessions. 


Macroeconomic and labour market policies are, there- 
fore, complementary both in the sense that they deal 
with different problems and in the sense that they must 
work in tandem if they are to be most effective in 
smoothing the process of adjustment and in leading to 
higher growth in productivity, income and employment. 


Conclusion 


Our starting point in this chapter was an examination 
of the nature of the commitment of successive govern- 
ments in Canada to the goal of high employment. It was 
noted that a specific full employment goal has never 
been explicitly accepted by the federal government, 
although in the 1960s the 3 per cent target suggested by 
the Economic Council in 1964 came to be used in much 
public discussion and debate. It is fair to state, however, 
that over most of the post-war period, there was a 
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widespread consensus among politicians and the profes- 
sional economics community that a relatively low level 
of unemployment could be achieved and sustained with- 
out accelerating inflation. 


Over the course of the 1970s this consensus largely 
disappeared. The experience of the late 1960s and 1970s 
led to doubts that unemployment could be significantly 
and permanently affected without a concurrent rise in 
the rate of inflation. Economists have generally agreed 
that developments in labour markets have tended to 
increase the unemployment rate independently of cycli- 
cal factors. These developments relate to the demo- 
graphic changes which have occurred in the labour 
force, to the increasing prevalence of multi-earner fami- 
lies and to certain policy changes instituted by govern- 
ment, most importantly the increased eligibility for and 
size of unemployment insurance benefits. As a conse- 
quence, not only has the non-cyclical unemployment 
rate risen but the hardship associated with unemploy- 
ment has been substantially reduced. This is not to 
suggest either that none of the unemployed are poor or 
that hardship and poverty are associated only with 
unemployment. Indeed significant numbers among the 
employed suffer from low incomes, as do some people 
experiencing unemployment. The point is that hardship 
is associated with unemployment to a much smaller 
extent now than used to be the case. 


More generally, our discussion of the goals of govern- 
ment has indicated that the difficulty of achieving a 
number of goals simultaneously has increased in recent 
years and the nature and extent of government interven- 
tion has changed. As a consequence the process of 
policy-making has become much more complex, and 
difficult issues related to the trade-offs between equity 
and efficiency must be continually faced and resolved. 


We have argued that in the current environment of 
high inflation and unemployment, use of the instruments 
of macroeconomic policy is severely constrained. Effec- 
tive use of structural measures, of which labour market 
policy is a critical part, is therefore essential. More 
smoothly functioning labour markets can provide more 
scope for macroeconomic policy to reduce unemploy- 
ment without increased inflation. We have also stressed 
that labour market policies are not sufficient by them- 
selves to reduce unemployment; they are complementary 
to macroeconomic policies, not substitutes for them. 
Maintenance of a productive, high-employment econo- 
my requires effective use of both. 


The analysis in this chapter has benefited from a report prepared for 
the Task Force by Professor Orley Ashenfelter entitled ‘What Is a. 
Full Employment Goal in the 1980s?” 


Chapter Two 


Labour Market Conditions in the 1960s and 1970s 
and the Labour Market Policy Response 


This chapter provides some perspective on labour 
market developments in Canada and abroad in the 
recent past as a basis for understanding the way in 
which labour market policies evolved over the 1960s and 
1970s and as background to our analysis of labour 
market trends in the 1980s which follows in Chapter 
Four. 


During the 1960s and 1970s there were marked 
changes in the conditions confronting labour markets in 
all industrialized countries. In Canada the dominant 
characteristic was the marked acceleration in labour 
force growth which began in the mid-1960s. In all 
industrial countries rates of inflation and unemployment 
have tended to drift upward over time independently of 
cyclical factors, although the increases have been par- 
ticularly marked in the years since the worldwide reces- 
sion of 1974. 


Reflecting the need to develop measures to facilitate 
the absorption of a rapidly growing labour force, labour 
market policies were expanded rapidly in Canada in the 
late 1960s and early 1970s. Many European countries, 
faced with high inflation and high unemployment in the 
mid-1970s, engaged in greatly expanded measures of 
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training, job creation and job maintenance. More 
recently it has been perceived in all countries, including 
Canada, that such measures frequently impede labour 
market adjustments which are desirable in the longer 
run, and there is now a tendency to reorient policies to 
facilitate positive adjustment. 


In discussing the goals of labour market policy Chap- 
ter One outlined in broad terms the nature of recent 
changes in the labour market which have led to an 
increasing unemployment rate. This chapter outlines 
underlying developments in more detail, beginning with 
a brief overview of international trends in the growth of 
labour supply, demand, GNP and productivity. We then 
outline labour supply and demand developments in 
Canada, followed by a discussion of developments in 
regional labour markets and the evolution of labour 
market policies internationally and in Canada. The 
chapter concludes with some generalizations about the 
current state of labour market policies. 


Recent International Developments 


Table 2-1 shows rates of growth in labour force, employ- 
ment and real output for major industrial countries over 


Changes in Labour Force Employment and Output for Selected OECD Countries (average annual per cent rate of growth) 


Labour force Employment Output? 
1961-73 1973-79 1961-73 1973-79 1961-73 1973-79 
Canada 2.9 3.4 3.0 3.2 5.6 3.8 
United States 1.9 25 1.9 os) 4.1 2.9 
Japan 1.2 1.1 {3 1.0 10.5 4.8 
France 0.9 HEP 0.9 0.3 5.6 N/A 
West Germany 0.1 -0.3 0.1 -0.6 4.5 2.7 
Italy -0.7 2a —0.7 LS So 4.5 
Sweden 0.9! 1.0 0.7! isl 2.4! 1.8 
United Kingdom 0.2 0.7 0.1 0.4 ay 1.9 


a ak ami ae a ee ee ee 


11970-73. 
2GNP or GDP in real terms. 


Source: Based on OECD, Labour Force Statistics, various years, and Main Economic Indicators, historical statistics, 1960-79. 
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the past two decades. The period is divided at 1973 so 
that developments before and after the energy price 
explosion can be compared and contrasted. 


It is evident that Canada had by far the largest 
growth in both labour force and employment over the 
entire period. The only country to approach our labour 
market performance was the United States, but even 
there the annual growth rates of labour force and 
employment averaged almost a full percentage point less 
per year than in Canada. 


During the 1960s and early 1970s, the rate of growth 
in real GNP in Canada was exceeded only by that of 
Japan, although relatively high rates of growth were also 
achieved in many European countries and in the United 
States. It will be noted that variations in rates of real 
output growth among countries do not simply reflect 
variations in the growth of employment. Indeed, in the 
1961-73 period, both West Germany and Japan had 
rates of labour force and employment growth substan- 
tially lower on average than those of Canada, yet their 
rates of growth of output were either equal to, in the 
case of Germany, or substantially greater than, in the 
case of Japan, that of Canada. The difference between 
growth in real output and growth in employment reflects 
the rate of growth in output per worker, or productivity. 
Evidently Japan and many European countries which 
had relatively low rates of population and labour force 
growth achieved high rates of increase in real output as 
a consequence of their productivity performance. 


Reflecting the impact of the oil price increase in 1973, 
the deep international recession and the sustained period 
of economic slack which followed, rates of growth in real 
GNP in all major industrial countries have been signifi- 
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cantly lower in the post-1973 period than in earlier 
post-war years. In Canada real GNP growth has ave- 
raged 3.8 per cent since 1973 compared with 5.6 per 
cent in 1961-73. Employment growth has remained 
strong, however, averaging only slightly less than the 3 
per cent growth rate of 1961-73. That employment 
growth remained as strong as it did resulted from a 
dramatic decline in the rate of growth of productivity. 


This pattern was not unique to Canada. Indeed, as is 
evident from Table 2-1, reduced GNP growth has been 
reflected much more in reduced productivity growth 
than in reduced employment growth. 


Productivity growth is a key component of increases 
in a country’s standard of living, for which the relevant 
indicator is not the growth rate of real GNP but rather 
the growth rate of real GNP per capita. The rate of 
growth in living standards depends on: 


e the extent to which output per worker is rising; and 


¢ the extent to which the number of people employed 
is rising relative to a country’s population. 


Table 2-2 shows, for major industrial countries, the 
pattern of developments in productivity, the ratio of 
employment to population, and output per capita over 
the last two decades. The output per capita data show 
that Canada ranked significantly lower in terms of 
increases in the standard of living than it did for both 
employment and total real output growth. This is 
because productivity growth in Canada was significantly 
lower than in Japan and in many European countries. 
The effect of lower productivity growth in Canada was 
offset to some extent, however, by a significantly larger 
increase in the ratio of employment to total population. 


Contribution of Productivity and Labour Supply Factors to Per Capita Output for Selected OECD Countries 


(average annual per cent rate of growth) 


Output per worker! 


1961-73 1973-79 
Canada 7.6 0.6 
United States We 0.4 
Japan 9.2 3.8 
France 4.7 N/A 
West Germany 4.4 33 
Italy 5.8 3.0 
Sweden 1.72 0.7 
United Kingdom LP 1.5 


'GNP or GDP in real terms. 
21970-73. 


Employment to total 


population ratio Output per capita 


1961-73 1973-79 1961-73 1973-79 
1.4 2.0 4.0 2.6 
0.7 a Pie ZA 
0.1 -0.1 9.3 i 

-0.1 -0.2 4.6 N/A 
-0.8 -0.6 3.6 24 
-1.4 0.9 4.4 9 
0.22 0.8 1.92 1:5 
-0.4 0.4 2.7 1.9 


Source: Based on OECD, Labour Force Statistics, various years, and Main Economic Indicators, historical statistics, 1960-1979. 
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It is tempting but wrong to conclude from these 
observations that productivity growth is inimical to 
employment growth. The experience of the 1960s and 
early 1970s demonstrates the fallacy of this 
argument — higher productivity growth can reduce 
inflationary pressures and allow the economy, and the 
labour market, to operate at higher levels of utilization. 
This is a variant of the argument of Chapter One that a 
more productive, efficiently functioning economy con- 
tributes to higher output and employment growth by 
reducing the inflationary pressure associated with any 
given level of unemployment. Our international competi- 
tiveness is improved and monetary and fiscal policy have 
more scope to increase output and employment. 


Finally, and most importantly, the demographic de- 
velopments which will occur in Canada over the next 
decade (discussed in Chapter Four) imply the need to 
rely much more on productivity increases to improve our 
standard of living than in the recent past. 


Labour Supply Developments in Canada 


Labour force growth stems from two sources — growth 
of the working-age or “source” population (domestic 
and immigrant) and growth of labour force participa- 
tion. Labour force growth in Canada has been particu- 
larly strong since 1966,' averaging some 3.3 per cent 
annually for 1966-79. Table 2-3 shows the sources of 
this growth. In the early part of this period the 
accelerated growth stemmed mainly from growth of the 
domestic source population as the baby boom generation 
reached working age. Rising participation rates also 
contributed to an increasing extent to labour force 
growth in the 1970s, particularly in the period since 
1973. 


Since 1973 growth of the source population has been 
slowing down while growth in participation rates has 
accelerated for both young people and adult women. 
Figure 2-1 shows the large and sustained rise in partici- 
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Figure 2-1 
Participation Rates, 1953 to 1980 
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Note: The historical series break in 1975, the year in which major revisions 
were made to the Labour Force Survey. The most abrupt break 
occurs in the case of the less-than-25 group. Prior to the revisions, 
this group consisted of 14-24 year olds. With the revisions, it was 
redefined to comprise 15-24 year olds. 


Source: Based on Statistics Canada, Labour Force Survey. 


' The sub-periods 1956-66, 1966-73 and 1973-79 are used throughout this 
chapter because 1956, 1966, 1973 and 1979 are all years of peak economic 
activity in Canada at the national level. Therefore the growth rates over these 
periods are not unduly affected by cyclical disturbances and can be taken to 
reflect trends in the labour market. 


Sources of Labour Force Growth (average annual per cent rates of growth) 


1951-56 1956-66 1966-73 1973-79 1976-79 
Source population pa eps 2.6 PEY: 2.1 
—Net immigration 1.0 0.5 0.4 0.4 0.2 
~Domestic et ey) Ee ie 1.9 
Participation rates -0.1 0.4 0.7 1.0 0.9 
Total labour force vr | 2.6 313 3.3 3.0 


III 


Source: Based on Statistics Canada, Labour Force Survey. 
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Figure 2-2 
Labour Force Composition, 1953 to 1980 
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1Youth 14-24 years old prior to 1966. 
Source: Based on Statistics Canada, Labour Force Survey. 


pation rates among adult women and the change in the 
youth participation rate, which fell substantially in the 
period up to 1966 and has subsequently increased sig- 
nificantly, largely due to variations in school enrollment 
rates.” 


Table 2-3 also shows the changing contribution of 
immigration to labour force growth. During the years of 
the resource boom in the 1950s, when demand condi- 
tions were extremely strong and unemployment rates 
low, fully one-half of Canada’s labour force growth was 
comprised of immigrants. The contribution of immigra- 
tion declined substantially in the late 1950s and since 
1966 has accounted for only about 12 per cent of labour 


2 For a detailed analysis of factors underlying changes in labour force participa- 
tion rates, see Ciuriak and Sims, 1980. 
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force growth. Since 1975 the contribution of immigra- 
tion has been even less, about 6 per cent of the labour 
force increase. 


The decline in the relative importance of immigration 
to the labour market since the 1950s reflects the joint 
operation of a number of factors: the much larger 
increase in the domestic labour force noted above; the 
reduced relative attractiveness of Canada as unemploy- 
ment rates have tended to rise and living standards in 
traditional source countries have risen; the decreasing 
proportion of immigrants selected according to labour 
market criteria within the total immigration flow; and, 
in recent years, a more restrictive immigration policy. 


These changes in population and participation rates 
produced a dramatic shift in the composition of the 
labour force, as shown in Figure 2-2. The youth share of 
the labour force increased substantially to 1975; since 
then it has declined as a result of slower population 
growth. The adult female proportion has increased 
strongly and steadily throughout the period since the 
mid-1950s, reflecting the continuing dramatic increase 
in female participation rates. Conversely, the labour 
force share comprised of adult men has declined steadi- 
ly, falling from 63 per cent in 1955 to 46 per cent in 
1980. 


The rapid growth in the labour force and its dramati- 
cally changing composition was accommodated reason- 
ably well by the economy. Table 2-4 shows that employ- 
ment growth accelerated in the late 1960s and 1970s 


Table 2-4 


Employment and Labour Force Growth of Demographic 
Groups (average annual per cent change) 


1951-56 1956-66 1966-73 1973-79 


Total 
Employment 1.9 2.6 By 5 a 
Labour force 1.9 2.6 33 3.4 
Population 2.0 2 2.6 Des 
Youth 
Employment 0.1 Si 4.7 35 
Labour force 0.1 3:1 §.2 3.9 
Population 0.9 3.8 Oey 1.9 
Women 25 and over 
Employment 4.6 5.9 4.9 5.4 
Labour force 4.6 5.9 Bie. 5.6 
Population 2.4 1.8 253 2.4 
Men 25 and over 
Employment Lg ee ia 1.9 
Labour force 2.0 1.4 {7 1.9 
Population 22 iS Za Dad 


Source: Based on Statistics Canada, Labour Force Survey. 


and that growth was concentrated in the most rapidly 
growing groups—youth and adult women. Developments 
in the unemployment experienced by different demo- 
graphic groups can be observed by comparing their rates 
of growth in employment and labour force. Although 
employment of both young people and adult women has 
been relatively strong, it has grown at a lower rate than 
the youth and adult female labour force. Consequently, 
unemployment rates for youths and adult women have 
drifted upward over the period both in absolute terms 
and relative to the rate for adult men. These develop- 
ments are summarized graphically in Figure 2-3. 


Thus, in contrast to the 1950s, when extremely strong 
demand led to strong labour force growth which in turn 
resulted primarily from large-scale immigration, the late 
1960s and 1970s were characterized by very strong 
growth in the work force stemming from demographic 
factors and from changing labour force participation 
behaviour. As discussed in Chapter One, the resulting 
changes in labour force composition contributed to the 
tendency of the unemployment rate to increase over the 
past decade. 


The Industrial and Occupational 
Composition of Employment 


The industrial composition of employment reflects the 
industrial pattern of output and productivity in the 
economy. Over the post-war period the share of national 
output accounted for by the service sector has tended to 
rise and the share of the primary sector to decline, 
largely as a result of a declining contribution from 
agriculture. The share of the secondary sector (manu- 
facturing and construction) has also declined. 


Because the service sector is more labour intensive 
than the goods-producing sector, its share of total 
employment is higher than its share of output. More- 
over, since productivity growth tends to be slower in 
service than in goods-producing industries,* the service 
sector share of employment has tended to rise more 
rapidly than its share of output. In agriculture, produc- 
tivity has increased dramatically in the post-war period 
and until recently there has been a substantial and 
sustained decline in agricultural employment. As a 
consequence of this pattern of output and productivity 
growth, the pattern of employment growth in the past 
two decades (shown in Table 2-5) has been one of: 


e very high growth in the service sector; 


¢ moderate growth in manufacturing and construc- 
tion industries; and 


3 There are severe measurement problems in measuring output and productivity 
in the service sector. These difficulties are outlined in some detail in a recent 
Department of Finance study (Sims and Stanton, 1980). 


Figure 2-3 
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Note: The historical series break in 1975, the year in which major revisions 
were made to the labour force survey. The most abrupt break occurs 
in the case of the less-than-25 group. Prior to the revisions, this 
group consisted of 14-24 year olds. With the revisions, it was 
redefined to comprise 15-24 year olds. 


Source: Based on Statistics Canada, Labour Force Survey 
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¢ a substantial decline in the employment of primary 
industries, entirely attributable to declining 
employment in agriculture. 


That the changing composition and very rapid growth 
of the labour force since the mid-1960s were accom- 
modated as well as they have been is attributable in 
large measure to the strength of the service sector, in 
which there are large numbers of entry level and part- 
time jobs suitable to new entrants or re-entrants to the 


labour force and many jobs traditionally held by women. 


There has, however, been a noticeable shift in the 
pattern of employment growth in the years since 
1973 — service sector employment growth has declined 
from its very high rate in 1966-73, employment in 
manufacturing and construction industries has grown at 
about the same rate as in the previous period, and 


Table 2-5 


Industrial Composition of Employment Growth 


Average annual rates of growth 


1956-66 1966-73 
Primary Goods -2.9 -1.7 
Mining 0.9 21 
Other Primary -3.5 -2.4 
Secondary Goods 2.8 21 
Manufacturing 2.6 a) 
Construction Be. 22 
Services 4.2 4.4 
Total 2.6 Sol 


Source: Based on Statistics Canada, Labour Force Survey. 


Table 2-6 


Occupational Composition of Employment Growth 


Average annual rates of growth 


1966-73 
White collar 
occupations! 4.4 
Blue collar 
occupations? 1.0 
Total economy Sul 


'Managerial, professional, clerical, sales and services occupations. 


1973-79 


employment in primary industries has begun to expand 
for the first time in the post-war period. Growth in 
primary sector employment is partly attributable to 
more rapid growth in mining but also to the fact that the 
number of jobs in agriculture is no longer declining. As 
a result of these changing trends, the contribution of the 
service sector to employment growth declined signifi- 
cantly in 1973-79 (following an increase in its contribu- 
tion between 1956-66 and 1966-73) while the contribu- 
tion to employment growth of goods-producing 
industries rose. 


Table 2-6 shows the occupational implications of the 
changing industrial composition of employment. The 
contribution to employment growth of white collar jobs 
has declined somewhat since 1973, although 81.1 per 
cent of new jobs in the economy continue to be in this 
category. 


Per cent contribution to 
overall employment growth 


1973-79 1956-66 1966-73 1973-79 
h.2 ~16.6 -5.4 29 
4.3 0.6 1.0 Dae | 
0.4 -17.2 -6.4 Ont 
23 3205 20.4 19.4 
1.8 23: 15.9 12,2 
3.8 8.8 4.5 ce 
3.8 84.1 85.0 ECT 
372 100.0 100.0 100.0 


Percentage contribution to 
overall employment growth 


1966-73 1973-79 
84.7 81.1 
Ee 18.9 

100.0 100.0 


*Primary occupations, processing, construction, transportation, material handling and other crafts. 


Source: Based on Statistics Canada, Labour Force Survey. 


24 


Reflecting the increased relative importance of 
employment in the goods-producing industries since 
1973, the growth rate of blue collar jobs increased 
significantly as did their contribution to total employ- 
ment growth. In 1979 demand for the output of some 
manufacturing industries was strong enough to bring 
production close to the limits of their productive capaci- 
ty. Certain labour shortages emerged, particularly for 
skilled workers in the manufacturing sector,’ although 
relatively slack conditions prevailed in the labour market 
as a whole. 


Since adult women and young people tend to be 
employed disproportionately in service industries and in 
part-time jobs (which tend to be in the service sector), 
the changing industrial distribution of employment 
growth since 1973 might have been expected to result in 
slower growth for these groups and more rapid growth 
for adult men. Table 2-4 shows that employment growth 
among adult men did accelerate slightly in the 1973-79 
period and youth employment grew at a markedly 
slower rate (as did the youth labour force). 


Employment growth among adult women was, how- 
ever, higher in the 1973-79 period (5.4 per cent per 
year) than in 1966-73 (4.9 per cent per year), as was 
their labour force growth (5.6 per cent versus 5.2 per 
cent per year). Tables 2-7 through 2-10 provide details 


4A more detailed discussion of developments in labour markets for the highly 
skilled trades is contained in Chapter Nine. 


Table 2-7 


on the sources of the increased growth of women’s 
employment by part-time/full-time jobs, by industry 
and by occupation. 


Part-time jobs grew very rapidly between 1966 and 
1973 (Table 2-7) but have grown at a much slower rate 
since then. This reflects primarily the slowdown in ser- 
vice sector growth; part-time employment in goods-pro- 
ducing industries also grew more slowly but the number 
of part-time jobs in these industries is small. The slow- 
down in part-time job creation affected all demographic 
groups but for adult men and women this was more than 
offset by increased growth in full-time jobs. In fact, 
adult women accounted for 43 per cent of the growth of 
full-time employment in 1973-79 compared with 33 per 
cent for adult men. Full-time employment among young 
people also grew more strongly since 1973 but not 
sufficiently to offset the slower part-time growth. 


Along the industrial dimension the very high employ- 
ment growth among women has occurred because 
women have been increasingly employed in industries 
where traditionally their participation has been relative- 
ly low. As Table 2-8 shows, the distribution of employ- 
ment among women is still heavily skewed in favour of 
service-sector jobs but an increasing proportion of jobs 
in the goods-producing industries are being occupied by 
women. 


To the extent that this penetration into non-tradition- 
al industries is simply the result of rising proportions of 


Part-Time/ Full-Time Employment for Demographic Groups and Industries 


Average annual 
per cent rate of growth 


1966-73 
Total employment Zh 
Full-time aS) 
Part-time 6.9 
Part-time employment 6.9 
Youth 10.8 
Adult women 4.8 
Adult men 4.8 
Goods-producing industries ei 
Services-producing industries 7.6 
Full-time employment 20 
Youth 2.6 
Adult women 4.6 
Adult men 1.4 
Goods-producing industries 0.5 
Services-producing industries Re) 


Percentage contribution to 
employment growth 


1973-79 1966-73 1973-79 
3.4 100.0 100.0 
3.3 74.0 85.6 
4.0 26.0 14.4 
4.0 100.0 100.0 
6.0 ep) 62.6 
3.6 35:2 43.5 

-2.6 8.6 -6.4 
0.2 10.2 1.0 
4.7 89.8 99.0 
333 100.0 100.0 
3.6 26.2 Pee) 
6.7 oa) 43.0 
2.0 36.7 33:0 
22 10.0 Zh 
4.0 90.0 74.9 


nn SEE UE UI Inn SUgISEInI SSDS UDS SS 


Source: Based on Statistics Canada, Labour Force Survey. 
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women in traditional occupations, it does not imply that 
significant adjustments are taking place in the labour 
market. 

On this issue, it is interesting to note the occupations 


in non-traditional industries to which women have gone. 


In the manufacturing industry, for example, increased 
female employment in 1975-79 has occurred mostly in 


Table 2-8 


highly qualified, processing and material handling occu- 
pations, ranging from low-skill packaging to operating 
heavy equipment such as cranes (Table 2-9). In the 
construction industry, most women have found employ- 
ment in highly qualified occupations and in construction 
occupations. It is also noteworthy that a significant 
proportion of women who entered the transportation 


Historical Composition of Employment of Men and Women by Industry (percentage of total industry employment) 


Industry 1956 1966 1973 1979 
Industry 
Per cent of Per cent of share of 
female female total 
Men Women Men Women Men Women employment Men Women employment employment 
1973 1979 
Mining 96.6 3.4 95.9 4.1 94.3 5.7 0.2 89.8 10.2 0.4 14 EG 
Other primary 95.6 44 89.3 10:7 873 [27 Da Tes 78.1 21.9 5.2 6.1 a7 
Manufacturing 18:9 aeakel 16-0, 22.07" "9G * 24:0 15.6 TS. WRZ6:5S 13.6 22.4 20.0 
Construction 97.6 2.4 96.6 34°79 °*95,2 4.8 0.9 92.0 8.0 es 6:3... 16.2 
Transportation 86.1 13:97"'85:5 14527) 8332 16.8 4.3 i iy AV 4.6 8.9" 8:7 
Trade 100 er 29:1 6722-0 S28 O62 E 37:6 18.7 S70 Gera 18.9 17.1 17.4 
Finance, Ins. 54.9 45.1 52:30 47e7neaooeee 54:7 es 40.7 59.3 8.2 Gy tree 
Services 43 Baily 56:7) 39.6 — 6044 841.0 ¢ 59.0 45.1 40.3 (59.7 43.7 26.1 28.4 
Public admin. Viemewn lbs 11-3 "2231 a meow 2 les 5.3 65:3° 34.7 GA 6.79 67 
Total (6am 6006921 230 SOs lesan 100.0 6L2 > (38:8 100.0 100.0 100.0 
Source: Based on Statistics Canada, Labour Force Survey. 
Table 2-9 
Occupational Contribution to Female Employment Growth by Industry, 1975-79 (per cent) 
Transpor- 
tation, 
communi- Finance, Public Total 
Other Manufac- Construc- cations, insurance, ad minis- 
Agriculture primary _ turing tion utilities Trade realestate Services tration Women Men 
Highly qualified 
occupations 55.3 23,9 39.7 28.4 14.5 32.5 29.0 74.1 28.0 42.9 
Clerical 24.1 44.7 15.9 26.0 34.9 3577 35.7 17.1 0.7 22.9 
Sales 5.9 11.0 42.4 PANS 33 12 0,3 
Service! 12 Sal 6.3 10.3 49.1 PW 24.9 10.6 
Primary 
occupations 75.9 1.6 5.4 
Processing? 39.5 1.6 it 6.2. oe 
Construction 34.3 0.8 3.4 
Transportation 22.6 ¥ VBE 
Material handling 14.0 0.4 1,9 6.1 
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 


This table shows the extent to which employment of women increased between 1975-79 in various occupational categories. For example, in 
manufacturing industries, 23.5 per cent of the-total increase in employment of women occurred in highly qualified occupations. 


‘Includes occupations such as waiters, chambermaids, janitors, dry cleaning occupations, etc. 
*Includes occupations in metal processing, rubber and plastic processing, food and beverage processing, wood processing and textile processing. 


Source: Based on Statistics Canada, Labour Force Survey. 
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Table 2-10 


Historical Composition of Employment of Men and Women by Occupation (per cent composition) 
arr NSC Aa oe cL 22 eee ey eS ee oe) ee ee) ne pt ci Se ay 


Occupation 1973 1975 1979 

Men Women Men Women Men Women 
ne ee es ee ee ee ee bere ele 8) ie een ey ee 
Highly qualified occupations 61.1 38.9 60.5 39.5 592 40.8 
Clerical Defi} 72.7 25.0 75.0 22.9 Lil 
Sales 68.0 32.0 66.0 34.0 60.1 39.9 
Service 49.5 50.5 50.4 49.6 46.2 53.8 
Primary occupations 89.5 10.5 83.3 16.7 82.0 18.0 
Processing 81.2 18.8 81.3 18.7 80.9 19.1 
Construction 99.5 0.5 99.4 0.6 98.6 1.4 
Transportation 97.4 2.6 96.9 3.1 94.7 ay) 
Material handling 84.3 15.7 83.6 16.4 81.8 18.2 
Total economy Ooa7, 34.3 63.6 36.4 61.2 38.8 
Source: Based on Statistics Canada, Labour Force Survey. 
industry between 1975 and 1979 have a transportation Tabie 2-11 


type of occupation (e.g., aircraft pilots, locomotive con- 
ductors, bus and truck drivers, etc.). 


Although women are increasingly being employed 
outside the service sector, Table 2-10 shows that they 
are still heavily concentrated in the traditional clerical, 
sales and service occupations. Important issues for 
future labour market developments are whether the 
recently observed rate of change in the occupational 
distribution of women’s employment would be sufficient 
to avoid future labour market imbalances and, if so, 
whether continued change at recently observed rates is 
likely to occur. This issue is discussed in Chapter Four. 


In summary, while employment growth has been and 
continues to be dominated by growth in the service 
sector, the goods-producing industries have increasingly 
contributed in recent years. This is reflected in an 
increasing contribution to growth of blue collar jobs. 
Though women continue to be concentrated in the ser- 
vice sector and among clerical, sales and service jobs, 
they have been increasingly entering jobs in the goods- 
producing sector and in a more diverse range of 
occupations. 


Developments in Regional Labour Markets 


Regional labour force and employment developments 
over the past 20-year period are summarized in Table 
2-11. There have been some marked changes in the 
regional distribution of employment growth. In particu- 
lar, employment growth in the Atlantic region has risen 
much more rapidly in recent years than in the late 1950s 
and early 1960s, approaching the national average in the 
most recent period. Employment growth in Quebec has 
become weaker over the 20-year period, while that for 
Ontario has stayed close to the national average. As a 


Employment and Labour Force by Regions (average annual per 
cent rates of growth) 


1956-66 1966-73 1973-79 


Atlantic 

Employment 1.9 22 3.0 

Labour force 1.9 Dis) 3.6 
Québec 

Employment 2.8 2.6 2.4 

Labour force 2.6 2.9 Dak 
Ontario 

Employment 2.6 3 3.1 

Labour force 2.6 3.7 3.3 
Prairies 

Employment 2.6 ool 4.1 

Labour force 2.6 31.3) 3.9 
Manitoba 

Employment te! 23 

Labour force N/A 1.9 72.8} 
Saskatchewan 

Employment 0.9 3.1 

Labour force N/A | 3.0 
Alberta 

Employment 32 By 

Labour force N/A 3.6 JZ 
British Columbia 

Employment be 4.9 3.9 

Labour force 3.6 Sy? 3.9 
Canada 

Employment 2.6 31 Boe 

Labour force 2.6 3.3 3.3 


Source: Based on Statistics Canada, Labour Force Survey. 
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consequence of the energy and resource boom, employ- 


a ee ee ae ae een TT Bi ment in the Prairies, particularly in Alberta, has 
Figure 2-4 increased dramatically in recent years and employment 
; rowth has remained relatively strong in British 
Regional Differences in Unemployment Rates aan pak tno ce sen 
(Deviation from National Rates) ; 
5 In addition to employment changes, movements in 


regional unemployment rates have been influenced by 


4 Atlantic some marked differences in regional labour force 
growth. In the Atlantic region, employment growth has 
3 Quebec been strong but labour force growth has accelerated 
ee more rapidly and the regional unemployment rate has 
2 . ae risen continuously in the 1970s relative to the national 
q I~ FX British average following a sustained decline in the 1960s 
1 Columbia (Figure 2-4). In Quebec and Ontario, both employment 
ay and labour force growth have tended to moderate but 
0 nF ee ee ee ae labour force increases have been larger than employ- 
ee yA 1 .,.,Ontario ment growth. Unemployment rates in these provinces 
al a <i psa .) \ Sees have exhibited a slight tendency to rise relative to that 
AY 1 Manitoba for the country as a whole. In the Prairies and British 
Ty Columbia, on the other hand, employment growth has 
Alberta outstripped growth of the work force, so that the unem- 
me Saskatchewan \\'- ployment rate has declined significantly relative to the 
Ten national average. As a consequence of these increasingly 
~4 diverse regional experiences in employment and labour 
1962 64 66 68 70 72 74 76 78 80 force growth, unemployment rates have shown increas- 
Years ing regional dispersion since 1970, as indicated in Figure 
Source: Based on Statistics Canada, Labour Force Survey. 2-4. 
Table 2-12 shows the contribution to labour force 
growth in each of the provinces of participation rate 
Table 2-12 


Annual Growth Rates in the Provincial Labour Forces and their Components over the Period 1971-1980 (per cent) 


Net migration! 


Labour Participation Working-age Inter- Inter- Natural 
Region force rate population provincial national Total increase 
Newfoundland 4.21 1.86 2.39 -0.18 -.01 -0.19 2.54 
Prince Edward Island 3239, 1.02 DOs 0.59 .09 0.68 1.60 
Nova Scotia 3.09 1.16 1.93 0.20 .09 0.29 1.64 
New Brunswick 3.61 1.31 2.30 0.46 10 0.56 1.74 
Quebec 2.61 0.95 1.66 -0.42 10 -0.32 1.98 
Ontario 3.19 1.03 2.16 -0.08 33 0.45 1.7] 
Manitoba 2.13 0.96 -0.72 .36 -0.36 1.53 
Saskatchewan 2.78 1.44 1.34 -0.61 .05 -0.56 1.90 
Alberta Sci 23 3.92 1.16 .48 1.64 2.28 
British Columbia 3.99 0.99 3.00 0.78 48 1.26 1.74 
Canada 3.25 1.08 2.12 i iad 33 1.84 


'Annual average net adult migration over 1971-80 divided by mid-period adult population. 


Source: Labour force and participation rate data based on Statistics Canada, Labour Force Survey. Net migration data based on Statistics Canada, 
International and Interprovincial Migration in Canada and Population: Revised Annual Estimates of Population, by Sex and Age, for 
Canada and the Provinces, 1971-1976. 
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changes, natural increase in the indigenous populations, 
and net migration from other provinces and from 
abroad. 


Several features of this table are noteworthy. 


¢ Growth in the working-age population was strong- 
est in the East and the West, notably in Alberta 
and British Columbia. In the case of Alberta, this 
was partly due to a strong natural increase in the 
population but, importantly, in both Alberta and 
British Columbia net migration, much of it inter- 
provincial, contributed powerfully to labour force 
growth. 


e A substantial part of the interprovincial variation in 
labour force growth was a result of differences in 
the rise of participation rates, with the strongest 
increases occurring in Newfoundland and Prince 
Edward Island. In Alberta and British Columbia, 
where labour force growth was very strong, partici: 
pation rate increases contributed relatively little. 


e In three of the four Atlantic provinces net migra- 
tion, again most of it interprovincial, contributed to 
labour force growth, notwithstanding the fact that 
unemployment rates, as noted above, were rising 
over the period of the 1970s. 


e Immigrants from abroad settled primarily in 
Ontario, Alberta, British Columbia and Manitoba. 


e As was noted earlier, unemployment rates over the 
1970s grew rapidly in the Atlantic provinces, grew 
slowly in central Canada, and remained steady or 
declined in the western provinces. In other words, in 
the eastern part of the country the provincial labour 
forces grew faster than employment. In all prov- 


Table 2-13 


Interprovincial Migration Flows! (annual average ’000) 


In-migration 


1961-71 1971-80 
Newfoundland Wall 11.4 
Prince Edward Island a | 4.6 
Nova Scotia om 24.0 
New Brunswick 18.5 20.9 
Quebec 41.4 B22 
Ontario 104.2 95.7 
Manitoba 27.4 27.0 
Saskatchewan 22.8 26.6 
Alberta 52.0 81.5 
British Columbia 62.0 Wat 


inces except Newfoundland and Quebec, this excess 
labour force growth was reinforced by net in-migra- 
tion. In the Atlantic provinces the migration was 
mainly interprovincial, while in Ontario interna- 
tional migration dominated. In Manitoba and Sas- 
katchewan, net interprovincial out-migration was 
high enough to reduce labour force growth to the 
employment growth rates, while in British 
Columbia and Alberta rapid net in-migration 
served to expand their labour forces at almost the 
same pace as employment. 


One might expect that net internal migration flows 
would be related to movements in provincial unemploy- 
ment rates, with a pattern of rising provincial unemploy- 
ment rates associated with an increased tendency toward 
out-migration and falling unemployment rates associat- 
ed with a corresponding tendency toward in-migration. 
As can be seen, net migration did play an adjustment 
role of this kind with respect to the western provincial 
economies but in three of the four Atlantic provinces 
internal migration operated in the opposite direction to 
that which might have been expected. 


In fact, the net in-migration to the Atlantic region as 
a whole which occurred in the 1970s was a reversal of 
the long-standing tendency for out-migration from the 
region. Strong employment growth undoubtedly reduced 
the incentive for people to move out of the region and 
increased its attractiveness to in-migrants. Further anal- 
ysis of this question suggests that the 1971 changes in 
the unemployment insurance legislation may also have 
been an important contributing factor. 


Table 2-13 looks in greater detail at interprovincial 
migration patterns for the 1960s and 1970s. Gross inter- 


Out-migration Net migration 


1961-71 1971-80 1961-71 1971-80 

11.1 12.5 £305 Th 

4.3 3.9 -0.6 0.7 
26.5 | -4.4 1.3 
23.0 18.4 245 2.5 
55.7 56.6 -14.3 -24.4 
80.7 102.7 23.6 -7.0 
33.8 34.5 -6.4 safe: 
35.2 29.4 12.4 -2.8 
49.0 61.7 3.0 19.8 
42.7 54.8 19.3 18.9 


'For all adults and children. 


Source: Based on Statistics Canada, /nternational and Interprovincial Migration in Canada. 
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provincial migration flows — the total numbers of 
people moving from one province to another — far 
exceeded net flows. 


With respect to net migration flows during the 1960s, 
the pattern was one of outflows, on balance, from the 
Atlantic region, Quebec, Manitoba and Saskatchewan 
with net inflows to Ontario, Alberta and British 
Columbia. The pattern of these migration flows changed 
significantly in the 1970s with net inflows of people to 
three of the four Atlantic provinces, continued outflows 
from Quebec, outflows from Ontario (a reversal of the 
traditional pattern), continued outflows from Manitoba 
and Saskatchewan and much stronger inflows to Alber- 
ta. The net movement to British Columbia remained on 
average about the same in the two decades. 


Changes in net migration stemmed from varying com- 
binations of changes in the flows of in-migration and 
out-migration. Relatively small changes in these gross 
migratory flows can induce substantial changes in the 
size and direction of net migration. In Newfoundland, 
for example, the decline in net outflows in the 1970s was 
attributable largely to a rise in in-migration, whereas in 
New Brunswick and Nova Scotia the swing to a net 
inflow stemmed largely from a decline in out-migration. 
Most interestingly, the increased net outflow from 
Quebec in the 1970s was almost entirely attributable to 
reduced in-migration. On average, out-migration from 
Quebec in the 1970s was virtually identical to that of the 
1960s. In Ontario, by contrast, most of the swing toa 
net outflow was a result of substantially increased 
out-migration. 


Recognition of the fact that the net changes in popu- 
lation flows among the provinces are responsive to 
changes in the pattern of both in- and out-migration 
suggests that there is probably much more scope for 
changes in the pattern of interprovincial migration than 
is usually supposed. 


As has been noted, migration to or from a given 
province can change as a result of: 


e a change in the numbers of immigrants from 
abroad settling in the province; 


¢ a change in the numbers of in-migrants from other 
provinces; 


e a change in the numbers of out-migrants to other 
provinces. 


Substantial changes in the amount of net migration to 
or from a province can and do result from relatively 
small changes in the three components. The experience 
of the past suggests, therefore, that interregional migra- 
tion flows within Canada are large, that they play an 
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important role in the adjustment process, and that they 
respond to policy changes. This issue is discussed further 
in Chapters Four and Eleven. 


The Evolution of Labour 
Market Policies 


In our discussion of the goals and instruments of labour 
market policy in Chapter One, we noted that there was 
increasing recognition during the 1960s, in Canada and 
abroad, that an important role could be played by 
labour market policies in alleviating non-cyclical unem- 
ployment. During that period the development of active 
manpower policies in the industrial countries focused on 
supply-side measures to increase investment in human 
capital through an expanded training and education 
system. In Canada, rising unemployment in 1969-71, 
associated with a rapidly rising labour force and reces- 
sion, led to the development of measures to influence the 
demand for labour through expanded incentives to busi- 
ness firms and the introduction of direct employment 
programs. In other industrial countries, in many of 
which firms are prevented from laying off employees 
during economic downturns by either legislation or 
social opprobrium, increased use of demand-side meas- 
ures only became widespread during the recession of 
1974. 


International Developments 


Although valid international comparisons of labour 
market policy expenditures are fraught with difficulty 
due to differing forms of government, institutional 
arrangements and financing mechanisms, they can pro- 
vide a useful perspective on the evolution of labour 
market programs in a number of countries over the past 
decade. Table 2-14, compiled by the OECD, shows 
expenditures in the late 1960s and 1970s on selected 
labour market policies in a number of countries relative 
to their GNPs. 


Because institutional and financing mechanisms vary 
so greatly across countries, we have little confidence in 
comparisons of expenditure levels across countries at one 
point in time. In Germany, for example, expenditures on 
job creation policies appear to be biased upwards rela- 
tive to those of Canada because they include more 
regional development programs and include expenditure 
by local governments. Another limitation is that the 
numbers shown for training reflect only government 
expenditure. In many European countries industries are 
much more involved in training than in Canada and if 
total expenditure by all participants were included, , 
training expenditures in many of these countries would 
be much larger. Further, expenditures on different types 


Table 2-14 


Spending on Selected Manpower Adjustment Policies in Selected Countries, 1961-1977 


Per cent of GDP 


Per cent of 
public expenditure 


Job creation 


Measures to improve and job Unemployment 
the labour exchange Training maintenance _—‘ Total Total rate 
Canada: 1968 .06 .26 03 235 1.0 4.5 
1969 .07 .30 00 a3, 1.09 4.4 
1977 .19 .30 23 mf Ke) l 8.1 
Germany: 1968 als .04 15 132 .87 iz 
1969 Al .06 16 35 .98 0.7 
1976 .16 19 61 1.00! 2.24! 4.1 
Japan: 1969 eld .02 .08 25 
1970 18 02 07 Di. 175 1 
1976 .19 .04 07 30 2.0 
Norway: 1964 .08 94 11 .30 .90 at 
1968 .10 .10 09 .29 77 pags 
1976 01 .09 49 59 21 1.8 
Sweden: 1961 .07 .09 36 ou 1.65 is 
1970 16 .20 24 .68 1.59 BS: 
1976 .28 a2 1.10 2.162 3.992 1.6 
United 1968 .04 .03 00 .07 .10 3.3 
Kingdom: 1970 .06 .04 00 .09 3 3.1 
1976 .09 34 38 823 1.773 5.5 
United 1969 .05 .09 05 19 .62 a9 
States: 1970 .06 id 05 ys .66 4.9 
1976 .04 .26 41 Ah 2.03 Lo 


These totals include D.M. 430 million for “Temporary Measures to Facilitate the Reintegration of Unemployed Persons” and D.M. 10.5 million for 


“Assistance to Workers in Coal, Iron and Steel.” These figures do not appear in any of the three sub-categories due to unavailability of detailed 


breakdowns. 


nN 


categories due to unavailability of a detailed breakdown. 


w 


a detailed breakdown. 


These totals include an amount of S.Kr. 170 million for “Incentives for the Employment of Handicapped” that does not appear in any of the three sub- 


These totals include 0.45 million for “Integrated Work Force Units” that does not appear in any of the three sub-categories due to unavailability of 


Source: OECD, Manpower and Employment Measures for Positive Adjustment, June 1979. 


of training fall under different jurisdictions in different 
countries, so that some expenditures on education are 
considered as labour supply measures in some countries 
but not in others. Finally, in many European countries 
the costs of labour market adjustment are imposed on 
business firms by legislation which either restricts their 
ability to lay off surplus workers or imposes costs, such 
as severance pay provisions. 


Although it is therefore unwise to compare levels of 
expenditure across countries at a point in time, a com- 
parison of the evolution of labour market measures 
across countries over time is useful and illuminating. 


It is evident that with the exception of Japan, all the 
countries listed in Table 2-14 greatly expanded the 


resources devoted to labour market policies in the 1970s. 
Although it is not evident in the table, the bulk of the 
expansion in many European countries took place in the 
years after 1975, following the major recession of 1974- 
75. In Canada, where labour force growth had been 
much stronger than in Europe, the increases in expendi- 
ture began somewhat earlier, particularly for job crea- 
tion programs. A recent OECD study states that 
Canada was a pioneer in this area (OECD, 1980, 1). 


Most countries, including Canada, increased their 
expenditures substantially on all three kinds of labour 
market policies — job creation, labour supply (mainly 
training) and measures to improve the adjustment of 
supply and demand (such as mobility programs and the 
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employment service). In most cases the largest relative 
increase occurred in job creation or job maintenance 
programs, a development which is not surprising since 
much of the thrust of the expansion was concerned with 
short-run adjustment to increased unemployment. 


It is evident that several general patterns of policy 
response emerged in the mid-1970s. 


e For most countries, income maintenance programs 
continued to represent the largest proportion, in 
terms of expenditure, of total manpower and 
employment measures, and in some represented the 
principal policy strategy, supplemented in some 
cases by increased training. 


e Ina number of countries, including the Nordic 
countries and the United States, job creation and 
job maintenance measures played a leading role. 
Sweden relied very heavily on such measures to 
promote employment in both private and public 
sector programs. The United Kingdom paid a par- 
tial subsidy to induce employers to retain workers 
who otherwise would have been declared redundant. 


e Another group of countries, including Canada, Ger- 
many and the United Kingdom, adopted a more 
varied mix of traditional measures and new job 
creation and job maintenance programs. While in 
all of these countries income maintenance programs 
figure prominently, all also gave considerable 
emphasis to measures to improve the employment 
services, to training — especially important in Ger- 
many and Canada — and also to increasing support 
for job creation and job retention measures. 


e¢ Job maintenance measures, as opposed to job crea- 
tion, were an important aspect of the anti-recession 
employment strategy employed in a number of 
European countries, including the United Kingdom, 
Sweden and Germany. To a considerable extent 
such measures involved government subsidies to 
private employers for maintaining redundant work- 
ers on the payroll. The Swedish and Norwegian 
governments also provided subsidies to producers to 
increase inventories during the 1975 recession. 
European countries have also tended to rely more 
heavily in recent years on regulations limiting the 
ability of firms to lay off workers. In contrast, in 
part because of the existence of a more adequate 
unemployment insurance system, there has been 
less need for such regulations in Canada. 


This summary suggests that there was a noticeable 
tendency in the mid-1970s, particularly in Europe, to 
adopt policies which had substantial potential for imped- 
ing the adjustment process, inhibiting efficiency and 
growth over the longer run. More recently, there seems 
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to have been a noticeable shift away from such policies 
towards those which facilitate required labour market 
adjustment. 


¢ Job retention and job creation measures have been 
reduced in Germany and France, and the United 
Kingdom has gradually reduced its temporary 
employment subsidy under which employers facing 
the necessity to make workers redundant received 
partial wage subsidies to maintain employment. 
Stockpiling measures in both Sweden and Norway 
have also been reduced. 


e A shift to more targeted programs has taken place. 
This has been particularly the case in the United 
States, where job creation programs have been 
gradually reduced and targeted more on structural- 
ly unemployed, primarily disadvantaged, workers. 


e¢ In some countries there has been greater emphasis 
on private sector job creation. This trend has been 
evident in the United States and to some extent in 
Canada, where increasing use has been made of 
wage subsidies to raise employment in the private 
sector. 


e Labour market policies are being linked more close- 
ly to specific adjustment targets. In the Nether- 
lands, for example, labour market policy is specifi- 
cally tied to industrial restructuring plans and the 
government provides a range of support for the 
firms involved, as well as a full array of special 
supports for workers affected by such reorganiza- 
tions. 


e Improvements are being made in employment ser- 
vice systems. In many countries, as in Canada, 
significant improvements are being made, particu- 
larly in introducing automated information dis- 
seminating mechanisms and in trying to improve 
the quality and quantity of labour market informa- 
tion for workers and employers. 


There is, therefore, a discernible tendency among 
OECD countries to recognize that labour market poli- 
cies need to be oriented much more to facilitating 
adjustments to a changing industrial structure and much 
less than they have been towards job maintenance, 
notwithstanding the political difficulty of doing so ina 
period of high unemployment. 


Developments in Canada 


In Canada, as noted above, the labour force absorption 
problem was more severe than in most countries and an 
earlier start was made towards using existing programs 
and introducing new measures to absorb the unemployed 


into public and quasi-public sector jobs and training. In 
general, there was a heavy emphasis in this country on 
programs with the objective of reducing unemployment, 
and such efforts were heavily concentrated in areas with 
historically high rates of unemployment. There was a 
lack of focus among policies on the objective of increas- 
ing productive employment; programs tended to be used 
and judged primarily on the basis of their effectiveness 
in reducing unemployment and not on the quality of the 
jobs or the training which resulted. 


The absorption problem, which was severe in any 
event, was complicated by two factors. 


e As noted in Chapter One, during the 1970s, as 
unemployment and inflation rates tended to 
increase, the professional and public consensus that 
aggregate demand policies were sufficient to main- 
tain “full employment” began to disintegrate, 
although there remained a consensus that govern- 
ment should maintain “full employment.” 


e There was increasing concern during the late 1960s 
ana early 1970s that unemployment in certain parts 
of the country and among certain groups of people 
remained at stubbornly high levels, whatever the 
state of aggregate demand in the country as a 
whole. Governments, as a consequence, paid 
increasing attention to these equity aspects of social 
and economic policies. 


In this environment there was considerable confusion 
about the role of various labour market policies. 


e Demand-side policies were used and justified as an 
instrument of fiscal policy to reduce the general 
level of unemployment, as an instrument of struc- 
tural policy to influence the composition of labour 
demand across regions and, also as an instrument of 
structural policy, to improve the employability of 
target groups by providing people with job experi- 
ence. The appropriate design and size of job crea- 
tion measures implied by these different objectives 
is quite different. 


e The use of such measures as instruments of fiscal 
policy is contingent on a decision by the govern- 
ment that fiscal expansion is appropriate in light of 
the current and prospective cyclical unemployment 
and inflation in the economy. It is also contingent 
on a decision that expenditure measures (as 
opposed to tax reductions) are the desirable means 
for delivering the expansion. Finally, to have a 
significant macroeconomic impact, such measures 
would in general have to be instituted on a much 
larger scale than they have been, and targeted at 
regions of increasing unemployment, not at regions 
with chronically high joblessness. Used as structur- 


al policies, i.e., as labour market policies in the 
sense that we are using the term, the scale and 
design criteria are quite different, as is discussed in 
detail in Chapter Eight. 


e Use of specific policies, such as training in occupa- 
tions for which there is little prospect of strong 
demand and job creation policies which impede the 
flow of workers to high employment demand areas, 
can be extremely inefficient in the sense of inducing 
a misallocation of resources and as a consequence 
could well add to the structural problems or at least 
could perpetuate them. 


An implication of our analysis and of our discussion 
of the role of labour market policies is that concern 
about inequities and regional imbalances is a legitimate 
reason for increasing the attention paid to demand-side 
policies of a structural nature. To a considerable extent, 
however, this problem has been dealt with by measures 
which were more supply-side oriented (e.g., increased 
use of training funds in regions of historically high 
unemployment) or by demand-side measures which were 
temporary in nature and could do nothing to resolve the 
longstanding economic problems of regions of high 
unemployment (e.g., the use of short-term job creation 
programs in the Atlantic region). The current state of 
programs and policies is dealt with in considerable detail 
in Part II of this Report. We illustrate the general 
problem with respect to the use of training and job 
creation funds in the sections which follow. 


Training Programs. The principal federal training 
program, the Canada Manpower Training Program 
(CMTP), has a number of elements designed to achieve 
widely different objectives. The program contains ele- 
ments for funding apprenticeship and other skill train- 
ing, basic academic upgrading and language training for 
immigrants. 


Some elements of the program (e.g., basic academic 
upgrading) appear to have been geared largely to ad- 
dressing and overcoming fundamental labour market 
problems of individuals. Similarly it may be assumed 
that the federal contribution to apprenticeship training 
is geared largely to meeting the occupational needs of 
the economy. It is much less clear to what extent the 
largest component (in terms of expenditures) of federal 
institutional skill training is used to meet the needs of 
the labour market as opposed to providing fairly basic 
skills to improve the general employability of the unem- 
ployed, to simply take people off the unemployment rolls 
or to provide extended income maintenance. 


In fact, the way in which funds have been allocated 
among provinces and among training courses suggests 
that the institutional skill training provided under 
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CMTP has been geared to a considerable extent to 
meeting the latter three objectives. The brief of the 
Department of Manpower and Immigration to the 
Senate Committee on Poverty in 1969 indicated that 
allocations were made on the basis of the distribution of 
the labour force and the extent of “economic need.” The 
brief defined economic need in terms of the incidence of 
unemployment and poverty, and maintained that, toa 
large extent, poverty accompanied unemployment. 


A later Department document (CEIC, October 1980) 
argues that the occupational needs of provincial econo- 
mies were introduced as criteria into the allocation of 
funds increasingly during the 1970s, accompanied by 
strengthening of the Manpower Needs Committees, 
principally after 1972. It also states, however, that 
notwithstanding the stated intention of the federal gov- 
ernment to reinforce the employment objectives of the 
program in 1977, the actual allocations have continued 
to be dominated mainly by the earlier allocation pat- 
terns, based to a considerable degree on unemployment 
rates. 


By the late 1970s it had become increasingly apparent 
that the mechanism for allocating funds under CMTP 
was resulting in substantial training in the eastern prov- 
inces for low level skills already in excess supply while 
serious chronic skill shortages appeared to be surfacing 
in central and western Canada. Issues related to training 
are considered in detail in Chapter Nine. 


Job Creation. The federal government has introduced 
a number of direct and indirect incentive schemes in 
recent years designed to stimulate employment in specif- 
ic regions and industries and among certain groups of 
people. For the most part these measures have involved 
grants and tax incentives to business firms and are 
administered by the Department of Regional Economic 
Expansion and the Department of Industry, Trade and 
Commerce, although grants were also made to munici- 
palities between 1958 and 1968 under the Municipal 
Winter Works Incentive Program. 


In 1970, confronted with the prospect of rising unem- 
ployment and the view that use of macroeconomic policy 
instruments was constrained by the prospect of 
accelerating inflation, the government established the 
Local Initiatives Program (LIP). As originally designed, 
LIP had the objective of alleviating seasonal unemploy- 
ment and was originally introduced as a temporary 
measure. The persistence of historically high unemploy- 
ment throughout the decade resulted in continued and 
extended use of short-term job creation programs, both 
to alleviate unemployment throughout the year (Canada 
Works and Community Development Projects) and to 
alleviate summer unemployment among students (OFY 
and Young Canada Works). 
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In addition to these programs, which have been 
broadly targeted among people (the unemployed) 
although focused particularly at high unemployment 
areas, a further direct job creation initiative, the Local 
Employment Assistance Program (LEAP), was estab- 
lished in 1973 to provide support for long-term job 
creation projects. Its main objective is to increase the 
self-sufficiency of workers who are unable to compete 
for regular employment and are chronically unem- 
ployed. 


Faced with increasing skepticism as to the utility and 
scope for further measures of direct job creation but 
perceiving a continued need to adopt measures to allevi- 
ate unemployment, the government instituted an 
Employment Tax Credit under legislation passed in 
1977. Introduced originally for a three-year term, the 
Act was extended for a year in March 1980. 


Thus direct job creation measures have now been in 
place for a decade. After a sharp increase in scale early 
in the decade, they have varied in size depending on 
economic conditions and on the perceived need of the 
federal government to engage in expenditure-cutting 
exercises. 


Although these programs (except for LEAP) were 
designed and considered as short-term measures to 
reduce unemployment in periods of temporary slack in 
the economy, they have in fact become a permanent 
feature of the labour market policy landscape. As is 
discussed in detail in Chapter Eight, their continued use 
is being questioned on several grounds. 


e Because programs were very loosely targeted, they 
have not only provided jobs for the unemployed but 
have also drawn additional people into the labour 
force. 


e Because of the very short planning horizons and 
inherent instability of job creation programs, they 
have had no permanent impact on demand condi- 
tions in regions of high unemployment and have 
tended to cycle people back to unemployment with 
replenished UI eligibility. 


e The requirement that federal job creation funds be 
used to generate incremental employment led to 
solicitation of projects from outside the planning 
processes of local government. Incrementality has 
to some extent been purchased at the cost of rela- 
tively low value of output. 


e Program funds have increasingly been targeted to 
parts of the country with historically high unem- 
ployment rates. These regional unemployment rate 
differentials are of long-standing duration and 
relate to factors which are much more deep-seated 
than can be dealt with by short-term demand meas- 


ures. In this crucial respect, therefore, the programs 
are simply inappropriate. Indeed, if the programs 
had been used to achieve counter-cyclical objectives 
they should have been targeted primarily to parts of 
the country in which unemployment rates had 
increased most during a downturn. Regions with 
high levels of unemployment are not necessarily 
those affected most severely by fluctuations in eco- 
nomic activity. 


Although job creation programs have undergone con- 
tinuous review and modification since their inception in 
an attempt to overcome these difficulties, their basic 
characteristics remain the same. 


Conclusions 


In most industrial countries, including Canada, labour 
market policies expanded in size and scope during the 
1970s in response to rising rates of unemployment. More 
recently it has been recognized in some European coun- 
tries that many of the measures implemented were 
either inappropriate ways of achieving the objective they 
were designed to attain or were impeding desirable 
longer-run adjastments in the labour market. This is 
resulting in a process of reorientation and/or rationali- 
zation of policies and programs in many countries. 


In Canada the current mix of labour market policies 
and programs was developed and implemented in an 
environment of extraordinary labour force growth stem- 
ming from increases in both working-age population and 
participation rates, the latter being particularly large 
among adult women. Though employment growth was 
generally strong, the unemployment rate drifted upward 
over the 1970s — an increase which was concentrated 
among young people and adult women. Undoubtedly, 
the upward drift in youth and adult female unemploy- 
ment has been related in significant measure to the 
limits in the ability of the economy to adjust to a rapidly 
changing mix of workers and to absorb large increases in 


the labour force except under conditions of very rapid 
economic growth such as occurred in the mid-1960s and 
in 1973-74. 


In these circumstances it is not surprising that labour 
market policies had a “‘holding-tank” orientation 
designed to provide something for people to do — either 
increased training paid for by training allowances or 
short-term jobs through such temporary job creation 
measures as LIP or subsidized employment in low- 
growth areas of the country. 


While the “holding-tank” orientation was explicit in 
some programs, e.g., LIP, in others it resulted from a 
use of programs for purposes other than those for which 
they were intended, e.g., the use of low-level training as 
a means of taking people out of unemployment and/or 
of extending income maintenance. In turn the tendency 
to use programs for purposes other than those for which 
they were intended was enhanced by the practices of 
making programs national in scope and of negotiating 
funding levels of training programs in advance with 
provincial governments. A process which allocates short- 
term job creation and training funds to the eastern 
regions on the basis of their share of national unemploy- 
ment is virtually guaranteed to produce an orientation 
towards simply absorbing the excess labour supply with 
very little impact on output and income per worker over 
a longer-run horizon. 


Notwithstanding the fact that many labour market 
programs have been used in inappropriate ways, the 
resulting social costs in terms of misallocation of labour 
may not have been large given the generalized condi- 
tions of labour surplus which have prevailed. Chapter 
Four suggests, however, that the nature of our problems 
in the 1980s will be quite different and that much 
greater emphasis must be placed on establishing a set of 
labour market policies which alleviate regional, occupa- 
tional and demographic bottlenecks and enhance our 
ability to achieve high employment growth without 
accelerating inflation. 
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Chapter Three 


The Unemployed in Canada 


Historically the design of improvements in the perform- 
ance of labour markets has focused primarily on the 
unemployment experience of participants. The Task 
Force has expanded the foregoing perspective in two 
respects. First, we emphasize the importance of under- 
standing the employment as well as the unemployment 
experience of the subgroup of the labour force that 
endures unemployment. It is our belief that policies to 
enhance output must include a careful examination of 
the nature of the demand for labour. Second, we have 
examined both employment and unemployment from a 
long-term perspective. That is, rather than focusing on 
one or two years of data, we have been able to develop a 
set of longitudinal data and to track the labour market 
experience for several years for those experiencing 
unemployment. 


At this point in time government intervention in 
labour markets is influenced to a considerable extent by 
reported unemployment rates. Even when disaggregated 
by region, age, sex and so on, these rates may provide a 
most superficial indicator for policy prescriptions. In 
this chapter we outline briefly the results of labour 
economists who have struggled with the need for a more 
meaningful understanding. Our main objective, how- 
ever, is to report the initial findings from a very compre- 
hensive data system that we have analyzed with the 
purpose of examining unemployment in Canada. 


In order to prescribe policies to alleviate unemploy- 
ment, several questions have to be answered. 


¢ How is the incidence and duration of unemploy- 
ment distributed among the population by age, sex, 
skill, and region? 


¢ What is the experience over time of individuals 
affected by unemployment? 


¢ Is unemployment related more to the characteris- 
tics of the individuals experiencing it or to the 
attributes of their jobs? 


Answers to such questions require an understanding 
of the unemployment experience and all its complexities 


at a disaggregated level. In the past, dealing with the 
problem from this perspective has been inhibited for 
three reasons. Statistics have involved a very high level 
of aggregation; historical analyses have tended to be 
static in nature; and even where dynamic analyses have 
been employed, it has only been possible to study the 
employment and unemployment experience of workers 
for comparatively short periods of time, often less than 
one year. It will be difficult to remedy these difficulties. 
The data we present later in this chapter represent only 
a modest beginning. 


Recent Perceptions of the 
Unemployment Experience 


Analyses of labour force behaviour in the 1970s have 
largely dispelled the traditional view of unemployment 
as a State in which a certain section of the labour force 
remains for long periods of time with little chance of 
finding work. Instead, evidence suggests that unemploy- 
ment is more appropriately viewed as a “‘stocks and 
flows”’ process in which many people move over time 
between being unemployed, employed and out of the 
labour force. In this context, unemployment is a state 
that is experienced by a much larger part of the labour 
force. At any point in time there is a “stock” or “pool” 
of unemployed persons, but people are continually join- 
ing this pool as a result of layoffs, quits or entry into the 
labour force, while others are continually leaving the 
pool as a result of being hired, recalled, or leaving the 
labour force. 


We noted in Chapter One, for example, that the stock 
of unemployed in Canada averaged about 800,000 per- 
sons throughout the last five years. Flows into and out of 
unemployment were very high. In the 1976-79 period, 
each month about 3.4 per cent of the labour force 
became unemployed, and each month approximately 
one-third of those unemployed either found jobs or 
dropped out of the labour force. 


In the analysis of unemployment we first need to 
recognize that the rate of unemployment (a static meas- 
ure of the “stock” or “‘pool’’) can change because of 
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changes in either the number of persons becoming 
unemployed (turnover) or average length of time people 
are unemployed (duration). 


Unemployment = Turnover xX Duration 
rate (per cent (average time 
(per cent) per unit time) unemployed) 


Hence, a particular unemployment rate could indicate 
that many people with high turnover rates are 
experiencing unemployment for periods of short dura- 
tion, or that a smaller number of people are unemployed 
for long periods. 


Table 3-1 illustrates the relative contribution of the 
turnover and duration components in the 1976-79 period 
for the three principal demographic groups in Canada. 


Table 3-1 


Decomposition of Unemployment Rates 


Average 
Unemployment Turnover duration of 
rate per month unemployment 
(per cent) (per cent) (months) 
Youth [337 oye) 23 
Adult women 
(25+) ties 3.0 2.4 
Adult men 
(25+) 4.7 1.8 226 


Source: Based on Statistics Canada data. 


These data illustrate that youth unemployment is 
characterized by much higher turnover and somewhat 
shorter duration than that for adults. Adult women have 
a significantly higher turnover rate than adult men and 
an average duration of unemployment similar to that of 
young people. 


Since a given unemployment rate could represent 
various combinations of duration and turnover experi- 
ences, many interpretations exist regarding the relative 
importance of the two components. Some analysts have 
considered that unemployment represents primarily sit- 
uations where many people are experiencing unemploy- 
ment for periods of short duration (high turnover rates). 
Those holding this view would consider that among the 
subgroup within society enduring unemployment, it is a 
more-or-less random event. Other analyses have con- 
sidered that unemployment is much more concentrated 
in a few individuals who are out of work for a large 
fraction of time. Those holding the latter view would 
also contend that the unemployment experience is far 
from random and is related to the characteristics of the 
individual involved. Hence, the combination of the dura- 
tion and turnover effects and its variation with sub- 
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groups of the labour force and with levels of aggregate 
demand has been a prime area of focus for those 
attempting to understand how governments can more 
effectively attack the unemployment problem. 


In the early 1970s, the extensions of the understand- 
ing of the unemployment problem focused on the impor- 
tance of turnover in explaining unemployment (Hall, 
1972). High unemployment rates among subgroups 
(e.g., women, youth, minorities and so on) were found to 
be more adequately explained by higher turnover than 
by longer durations of individual spells. It was found, for 
example, that most of the differences in unemployment 
rates between blacks and whites in the United States 
were associated with the turnover, not duration differ- 
ences. The comparatively high unemployment rates for 
women were found to result from a turnover phenome- 
non; the duration of individual unemployment experi- 
ences was actually less than it was for men. 


More recent analyses (Frank and Freeman, 1978), 
however, have concentrated on explaining unemploy- 
ment differences within subgroups of the population. In 
analyzing National Longitudinal Survey data on the 
United States for the 1970-71 period, it was possible to 
put together a sequential unemployment (U) and 
employment (E) history for subgroups of the population. 
The individual employment history could appear as 
indicated in below. 


The examination of intragroup differences was found 
to be much less of a turnover phenomenon than the 
intergroup differences we described earlier. Differences 
in duration explained as much of the intragroup vari- 
ances as did differences in turnover. 


In Canada, Mcllveen and Sims (1978) have also 
examined the flow components of unemployment, using 
Annual Work Pattern Survey data for 1964 and 1973. 
Their findings are consistent with the results of U.S. 
studies in indicating that turnover and not duration 
explain variations in unemployment between demo- 
graphic groups. 


In a recent analysis, Clark and Summers (1979) have 
focused on the concentration of unemployment. 
Although finding high turnover (short durations 
accounting for a very high percentage of the occurrences 
of unemployment), they discovered that the total time 
spent unemployed resulted to a disproportionate extent 
from those out of work for a large fraction of the time. 
For example, two-thirds of the unemployment 


experienced by men aged 45 to 59 was a result of 
unemployment spells lasting more than six months. 


If unemployment is concentrated in a subgroup that 
systematically and repeatedly endures long spells, then 
targeted government assistance could be the most appro- 
priate approach to reducing unemployment. Past experi- 
ence of long duration unemployment would provide an 
appropriate guideline for focusing assistance. In a more 
recent presentation of their work, Clark and Summers 
(1980) suggest the use of wage subsidies as a non-infla- 
tionary appproach to alleviate unemployment: 


It is our view that a program of wage subsidies 
structured to spur employment growth, targeted to 
the concentrated, long-term unemployed, and chan- 
nelled through the private sector, offers an attrac- 
tive alternative to current policy. 


A recent Canadian survey on youth labour market 
experiences (CEIC, 1980) also found evidence support- 
ing the view that a minority of youth suffering long- 
duration joblessness accounts for a significant propor- 
tion of total reported youth unemployment. 


These studies, which focus on the importance of the 
duration component, contrast with the views expressed 
by some economists that unemployment is characterized 
predominantly by rapid turnover and short-duration 
spells (Dornbusch and Fischer, 1978). This latter view 
that unemployment is randomly distributed over many 
individuals would suggest a quite different prescriptive 
solution — that government policies to ensure the more 
rapid matching of unemployed individuals and job 
vacancies would be most effective in reducing unemploy- 
ment. 


From the foregoing brief overview of recent findings, 
we conclude that the key reason that there has not been 
more widespread agreement on the unemployment 
experience is the lack of systematically collected, organ- 
ized and analyzed data. All references that we have 
described have examined very short-term information — 
frequently less than one year in total. What is needed, in 
our view, is the development of long-term longitudinal 
data on unemployment occurrences. This data base 
could then be analyzed to track the unemployment and 
employment experiences of individuals, the behaviour by 
industry and location, the importance of demographic 
characteristics, and so forth. 


The Nature of Unemployment 


To obtain a better understanding of the structure of 
unemployment in Canada and the characteristics of the 
unemployed, the Task Force utilized UI and record-of- 
employment data and constructed an extensive historical 
data file on individuals experiencing unemployment. 


This file contains employment and unemployment infor- 
mation for up to eight years for a sample of individuals. 
The sample analyzed represents 10 per cent of those 
who experienced at least one spell of unemployment that 
was accompanied by an unemployment insurance claim 
in the period 1972-1980. This data set essentially exam- 
ines the experience of workers when they are employed 
and not employed. It is based on a restricted definition 
of not being in the labour force in that unless people are 
not able to work for a specific reason they are included 
in the unemployed when not working. We have only 
begun to explore the potential of this extremely useful 
data base but present here some preliminary findings. 


The foregoing data base differs from the familiar 
Labour Force Survey in the two respects. First, since 
individuals have to experience at least one period of 
employment followed by a spell of unemployment to be 
included in the sample, youth and re-entry women are 
under-represented in our sample. Second, our definition 
of unemployment is much more inclusive than the 
Labour Force Survey (because of our restricted. 
definition of the state of not being in the labour force). 
In the latter respect, our work is very similar to that 
of Clark and Summers. 


The Task Force is examining the characteristics of 
seventeen diverse Canadian labour markets. In this 
chapter we will report some selected statistics from six 
of the seventeen regions. The regions presented here 
include metropolitan areas (Halifax, Montreal and 
Toronto); areas that are partly metropolitan and partly 
rural (Winnipeg and northern Manitoba, Saskatoon and 
northern Saskatchewan) and one area that is rural 
(northeast New Brunswick). Some of the more impor- 
tant initial observations follow. 


Concentration 


In all regions we found that the labour force could be 
dichotomized into two subgroups: a subgroup that essen- 
tially never endured unemployment, which we have des- 
ignated the “permanent” sector; and a subgroup that 
endured unemployment frequently and with great 
regularity, which we have designated the “temporary” 
sector. In making this distinction, we are referring to 
unemployment and employment experiences. This divi- 
sion does not necessarily correlate with the quality of 
jobs or the characteristics of workers. 


If we consider that significant unemployment relates 
to being unemployed on average more than one week per 
year, then the percentage of the labour force in the 
temporary sector is as illustrated in Table 3-2. 

Hence for labour markets that are urban or have a 
large urban component, approximately one-fifth of the 
labour force could be considered to be in the temporary 
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sector. In the one rural region (northeast New Bruns- 
wick), unemployment occurred in one-half the labour 
force. 


Another very important characteristic that is related 
to the concentration of the unemployment experience is 
the high level of turnover among those enduring unem- 
ployment. In all six regions over 90 per cent of new jobs 
were subsequently lost by those who secured employ- 
ment after having been unemployed. This is strong 
evidence that unemployment is endured on many occa- 
sions by the subset of the labour force that experiences 
it. 


Table 3-2 
The Temporary Sector 


Per cent of labour 


force 
enduring significant 

Region unemployment! 
Halifax 20 
Northeast New Brunswick 53 
Montreal 19 
Toronto a 
Winnipeg and northern Manitoba 19 
Saskatoon and northern 

Saskatchewan 21 


'Significant unemployment is defined in this table as being either 
a) two spells of unemployment greater than four weeks duration 
for those in the labour force more than four years; or 
b) one spell of unemployment greater than four weeks for those 
in the labour force less than four years. 


If we were to adopta broader definition of significant unemployment, 
the percentage would increase somewhat. For example, for the five 
regions having approximately 20 per cent of the labour force in the 
temporary sector when significant unemployment was defined based on 
four-week spells, the per cent in the temporary sector would be about 30 
per cent if significant unemployment were defined based on one-week 
spells. 


Source: G. Glenday and G. P. Jenkins. “The Unemployment Experi- 
ence of Individuals,” paper prepared for the Task Force. 


Table 3-4 
Indicators of Regional Disparity in Unemployment Hardship 


Average 
unemployment 
Region rates 
Halifax Vall 
Northeast New Brunswick 17.0 
Montreal 8.5 
Toronto Bil 
Winnipeg and northern Manitoba 5.6 
Saskatoon and northern Saskatchewan 4.2 


‘Applied to subset of labour force enduring unemployment. 


The average frequency of the repeated occurrences 
varies somewhat by region. As illustrated by the follow- 
ing data, the frequency in northeast New Brunswick is 
higher than that in the urban labour markets. If we 
define a major unemployment occurrence to last more 
than four weeks, then the frequencies by region were as 
indicated in Table 3-3. 


Unemployment Rates 


Earlier we indicated that unemployment rates provide 
very limited evidence with respect to the hardship of 
individuals experiencing unemployment. In Table 3-4, 
using metropolitan Toronto as a basis for comparison, 
we illustrate that the unemployment rates suggest much 
greater disparity between regions than a more meaning- 
ful indicator, the fraction of time spent unemployed 
(i.e., from the perspective of the individuals, interregion- 
al differences in time spent unemployed are much more 
appropriate). 


Table 3-3 


Frequency of Major Unemployment Occurrences 


Average years 
between major 


unemployment 

Region spells 
Halifax 23 
Northeast New Brunswick 1.5 
Montreal 2.6 
Toronto 3.0 
Winnipeg and northern Manitoba Za 
Saskatoon and northern 

Saskatchewan 2.4 


Source: G. Glenday and G. P. Jenkins. “The Unemployment Experi- 
ence of Individuals,” paper prepared for the Task Force. 


Fraction of time 


Unemployment Fraction unemployed 
rates relative of time relative to 
to Toronto unemployed! Toronto! 

1.4 38 1.4 

3.0 .48 ha 

125 3S lez 

1.0 .28 1.0 

1.0 31 1.1 

a 34 iz 


Source: Based on Statistics Canada data and G. Glenday and G. P. Jenkins, “The Unemployment Experience of Individuals,” paper prepared for 


the Task Force. 
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Hence, although the unemployment rate in northeast 
New Brunswick was three times that in Toronto, the 
fraction of time spent unemployed was 70 per cent 
higher. 


Differences in the levels of wages and salaries between 
regions also provide an indication of the disparity in 
hardships across regions. In this regard, we have only 
limited information. We found some evidence, however, 
that in regions with high unemployment rates, such as 
northeast New Brunswick, a substantial portion of those 
enduring unemployment have high-paying jobs. 


Table 3-5 illustrates, for those enduring unemploy- 
ment, the fraction of the work force receiving wages 
above the maximum insurable earnings while employed. 


While we cannot comment on the distribution of 
wages for the unemployed who were paid less than the 
maximum insured earnings, the above results illustrate 
great stability between regions in the fraction (in the 
order of 40 per cent) earning above the the maximum 
insured earnings. 


In sum, there is evidence that unemployment rates 
can overstate disparities in the hardship of unemploy- 
ment of individuals between regions. The Task Force 
suggests that more meaningful multiple indicators be 
developed. 


Demographic Characteristics 


The Task Force has examined, to a limited extent, the 
demographic characteristics of the unemployed. 
Although much further work is required, the initial 
results were somewhat surprising in indicating that the 
characteristics of the unemployed were not significantly 
different from the overall labour force. 


Table 3-5 
Wages of the Temporary Sector 


Proportion of jobs 
with wages above 
the maximum 


Region insurable earnings 
Halifax 36 
Northeast New Brunswick 38 
Montreal 39 
Toronto 41 
Winnipeg and northern Manitoba 6) 
Saskatoon and northern 

Saskatchewan .43 


Source: G. Glenday and G. P. Jenkins. “The Unemployment Experi- 
ence of Individuals,” paper prepared for the Task Force. 


e The proportion of women in the unemployed was 
only slightly above that in the labour force as a 
whole. In two of the six regions, the proportion of 
women in the labour force was higher than the 
proportion in the unemployed. This concurs with 
evidence from the Labour Force Survey. 


e The average age of the unemployed was similar to 
that of the labour force. It must be remembered 
that our data exclude youth and re-entry women 
who have never been unemployed. 


Seasonal Factors 


Seasonal industries contributed significantly to unem- 
ployment in all regions. Table 3-6 illustrates, however, 
the percentage of unemployment contributed by four 
selected seasonal industries — forestry, mining, fishing, 
and construction varied significantly between regions. 


Construction was the seasonal industry that contribut- 
ed to unemployment to the greatest extent in all regions. 
For example, 37 per cent of the unemployment spells in 
northeast New Brunswick and Saskatoon originated in 
this sector. 


The Hard-Core Unemployed 


Many government concerns with respect to the labour 
force relate to a subgroup of the unemployed that spend 
a very high percentage of their time in unemployment. 


In the Task Force we have focused in particular on 
labour force participants who were employed less than 
30 per cent of the time. This subgroup of the unem- 
ployed represented about 6 to 9 per cent of those 


Table 3-6 


Unemployment in Selected Seasonal Industries 


Per cent of 
unemployment 
spells originating 
in selected 


Region seasonal industries 
Halifax 3D 
Northeast New Brunswick 63 
Montreal 16 
Toronto 21 
Winnipeg and northern Manitoba 32 
Saskatoon and northern 

Saskatchewan 42 


Source: G. Glenday and G. P. Jenkins. “The Unempleyment Experi- 
ence of Individuals,” paper prepared for the Task Force. 
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experiencing unemployment in the four regions that 
were urban or had a substantial urban population (Win- 
nipeg and northern Manitoba; and Saskatoon and north- 
ern Saskatchewan). The rural area of northeast New 
Brunswick was an anomaly where the subgroup 
employed less than 30 per cent of the time made up 18 
per cent of those experiencing unemployment. 


In some respects those experiencing very low rates of 
employment differed significantly from the rest of the 
unemployed (i.e., those employed more than 30 per cent 
of the time but still averaging at least one week of 
unemployment per year). The following were the main 
differences for the subgroup with low rates of 
employment. 


e It contained a much higher percentage of young 
persons. 


e In most cases the skill level was lower. 


e There was a much shorter period of attachment to 
the labour force. 


As anticipated, those spending a high percentage of 
time unemployed (i.e., labour force participants 
employed less than 30 per cent of the time),when com- 
pared with the rest of the labour force, had longer 
durations of unemployment and shorter durations of 
employment. However, although the average duration of 
unemployment spells was only marginally greater (in the 
order of 10 per cent), the duration of employment spells 
was markedly shorter (these durations were less than 50 
per cent of those for the remainder of the labour force). 


Hence our preliminary data would suggest that con- 
cerns with respect to the difficult-to-employ should 
focus not only on the unemployment experience but also 
on the employment experiences. 


Another important preliminary result of relevance to 
the problems of the difficult-to-employ relates to the 
comparative durations of initial and subsequent spells of 
unemployment. Our preliminary evidence does not sup- 
port the belief that those experiencing employment dif- 
ficulties will consistently endure unemployment spells of 
long duration. The evidence illustrated in Table 3-7 
suggests that if a worker experiences a very long spell of 
unemployment (defined as being longer than 26 weeks), 
it is likely that his next spell will be considerably 
shorter. 


Hence our results, which examined employment and 
unemployment over a very long period, question serious- 
ly the belief that unemployment is highly concentrated 
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Table 3-7 


Duration of Initial and Subsequent Periods 
of Unemployment 


Average 
Average duration of 
duration subsequent 
of long unemployment 
spells spells 
Regions (weeks) (weeks) 
Halifax 42.8 19.3 
Montreal 43.6 19.6 
Toronto 45.6 18.1 
Winnipeg and northern 
Manitoba 42.2’ 17:3 
Saskatoon and northern 
Saskatchewan 42.7 Liar 


Source: G. Glenday and G. P. Jenkins. “The Unemployment Experi- 
ence of Individuals,” paper prepared for the Task Force. 


in a subgroup of the labour force that continuously 
spends a very high percentage of the time unemployed. 


Rural and Urban Differences 


The Task Force research that examined employment 
and unemployment experiences across regions revealed 
major differences between the characteristics of urban 
areas (or regions containing a substantial urban popula- 
tion) and rural areas. The rural areas that had high 
unemployment rates differed from urban areas in the 
following respects. 


e The average fraction of time that individual work- 
ers were unemployed was significantly greater. 


e A higher proportion of the labour force endured 
repeated spells of significant unemployment. 


e The unemployed included a higher proportion of 
men. 


e Seasonal industries contributed to unemployment to 
a much greater extent. 


© Average skill levels were lower. 


These differences suggest the importance of tying 
prescriptions to labour market problems to the particu- 
lar characteristics of individual regions. 


Conclusions 


This preliminary analysis of the nature of unemploy- 
ment in Canada suggests a number of conclusions. 


e The unemployment rate, and variations in the 
unemployment rate across regions, are not suffi- 


cient indicators either of the severity of unemploy- 
ment experienced by individuals or variations in the 
regional nature of unemployment. 


e In many regions only a minority of individuals ever 
experience unemployment. 


e The characteristics of jobs in a region tend to have 
an important influence on the amount of unemploy- 
ment experienced by individuals. 


e There is a marked difference in the unemployment 
experienced in predominantly urban and predomi- 
nantly rural regions. 


Our research suggests that much more effort should 
be devoted to understanding the characteristics of the 
employment experiences of workers who encounter 
recurring spells of unemployment. A more detailed anal- 
ysis could reveal great potential for increasing the per- 
centage of time employed. We found, for example, that 
in some regions two employees were required to produce 
the annual output of one worker. Alleviating this prob- 
lem could involve policies directed at the nature and 
structure of employment rather than unemployment. 


A major issue for labour market policy is whether 
there exists a definable group of individuals who chroni- 
cally and systematically experience unemployment. On 
this issue we find that there is a relatively small group 
for whom unemployment is severe in the sense that on 


average they endure unemployment of long duration. 
Our analysis has not yet reached the stage where we are 
able to determine whether this group can be defined in 
terms of a small set of characteristics. Preliminary 
analysis suggests, however, that the average duration of 
the current unemployment spell may not be a very 
accurate predictor of further chronic unemployment. It 
may not, therefore, be an efficient indicator to use as a 
basis for targeting employment programs. 


Our data suggest that employment experiences should 
be separated into two categories — those that are 
permanent and those that are temporary (i.e., character- 
ized by recurring periods of unemployment). At this 
time, we are not able to separate the impacts of the 
characteristics of jobs and of workers in contributing to 
intermittent employment. In Part IJ of this Report the 
major differences in the economic impacts of the two 
types of employment will be discussed. 


The new insights into the Canadian unemployment experience result 
from research conducted on behalf of the Task Force by Glenn P. 
Jenkins and Graham Glenday. The findings reported in this chapter 
represent only a beginning to exploiting the potential that exists for 
using the longitudinal historical data we have developed with respect 
to Canadian employment and unemployment experiences. We have 
emphasized that the results should be considered as preliminary. In 
the long run, further development of the information is essential to 
quantifying the differential economic impacts of alternative labour 
market policy prescriptions. 
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Chapter Four 


Labour Markets in the 1980s 


Chapter Two noted that the economic and labour 
market environment has changed in several important 
ways in recent years. In general, the nature of the 
changes in demand for labour was such as to facilitate 
the adaptation of the economy to a rapidly changing 
structure and rate of growth of labour supply. Notwith- 
standing the broad similarity of trends in labour supply 
and demand, the unemployment rate has drifted upward 
appreciably over the past decade and our ability to 
achieve simultaneously the goals of price stability and 
high employment has deteriorated to a considerable 
extent. 


There has been increasing concern that future 
changes on both the demand and supply sides of the 
labour market may make it increasingly difficult for 
Canada to achieve good economic performance. Follow- 
ing are some of the most significant concerns. 


e The labour demands of a changing industrial struc- 
ture will be increasingly difficult to accommodate 
from a labour supply which is growing more slowly 
and changing dramatically in composition. 


e If the changing regional distribution of economic 
activity is not accompanied by sufficient labour 
mobility, severe labour shortages will arise in some 
parts of the country while severe surpluses will 
develop in others. 


¢ Growth of high opportunity, high productivity 
industries may be constrained by an inability to 
attract workers from industries in decline. 


e The effects of technological change in some indus- 
tries and occupations may generate substantial 
changes in the structure of demand for workers, 
with the result that certain groups, such as women 
office workers, may experience particular difficulty 
in obtaining and keeping employment. 


e Adequate numbers of workers may not be available 
for the construction of energy-related mega- 
projects. 


e Difficulty will be experienced in absorbing large 
numbers of women and Native people into the work 
force. 


In this chapter we assess the extent to which the 
Canadian economy appears to be confronted with prob- 
lems such as these, and examine the consequent nature 
of needed adjustments in the labour market. From this 
analysis we draw some implications for the direction of 
changes which appear to be required in the nature and 
scope of labour market policies. 


Although many of these issues relate to specific indus- 
trial or geographical sectors of the economy or to par- 
ticular demographic groups, all will be powerfully 
affected by general economic conditions in Canada, 
which in turn are strongly influenced by developments in 
the rest of the world, particularly the United States. 


The starting point for our analysis is therefore a set of 
projections for the economy as a whole which estimates 
the growth path of the major economic variables to 1990 
corresponding to alternative assumptions about major 
factors which will influence Canadian economic 
performance. These projections do not provide a forecast 
of economic activity. Rather, they give us a range of 
outcomes within the bounds of which the Canadian 
economy seems most likely to operate on average over 
the decade, given information currently available. As 
such they provide an internally consistent framework at 
the national level as a base for analyzing the prospective 
structure of labour markets. 


Macroeconomic projections provide an essential over- 
view of likely trends in labour demand and supply as 
well as more detailed information on the demand side 
with respect to the evolution of employment by industry 
and on the supply side with respect to the evolution of 
the demographic composition of the labour force. Some 
important conclusions about the nature of labour mar- 
kets in the 1980s can be drawn on the basis of projec- 
tions at the economy-wide level. 


We begin our analysis by outlining the nature of the 
projections and their implications for demand for labour 
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in total. We then derive the implications of the demand 
projections for employment by industry and occupation, 
outline prospective developments in labour supply and 
draw together the implications of the aggregate demand 
and supply analysis. 


Issues related to the prospects for labour market 
imbalances along regional, occupational and demo- 
graphic dimensions are then addressed. Analysis of these 
issues requires that a different method of analysis be 
used and that the information contained in the macro 
projections be supplemented by more detailed data from 
other sources. 


The reason for this is simply that existing macroeco- 
nomic models do not contain mechanisms to distribute 
production of goods and services and the associated 
demand for labour by region, or by sex or age group. 
Moreover, they provide no information on the number of 
new labour force entrants to different occupations. 
Because they do not explicitly consider regional, occupa- 
tional and demographic aspects of labour demand and 
supply, no explicit consideration is given to the adjust- 
ment problems and processes of labour markets at these 
less aggregated levels. 


At the economy-wide level, mechanisms are built into 
our projection procedures to ensure that the overall 
demand for labour does not exceed the supply — to 
ensure, in other words, that the unemployment rate does 
not become negative. These mechanisms involve 
accelerating wage rate increases combined with some 
increase in labour force participation in times of strong 
demand for labour. In periods of weak demand, on the 
other hand, the unemployment rate rises, labour force 
participation tends to rise more slowly and wage 
increases to become smaller. 


Similar processes, along with unspecified processes of 
geographic or occupational mobility, are simply 
assumed to exist to ensure that unemployment rates 
within industries, regions, occupations and demographic 
groups do not become negative. In other words, labour 
shortages are assumed to be eliminated, as are “short- 
ages” of capital and other factors of production, by rises 
in the price of labour which induce a simultaneous 
increase in the supply of workers to the region or 
industry and a reduction in the demand. Such processes 
are, of course, in continual operation throughout the 
economy. 


For many goods and for some inputs into the produc- 
tion process, such as capital, strong demand in one 
region or industry will result in goods or capital being 
supplied from other regions so that strong demand and 
excess supplies do not co-exist in the economy. Labour, 
however, is not freely mobile in the short run across 
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i regions and occupations, so that situations of extremely 
_ strong demand, with rapidly rising wage rates, and 


surpluses can co-exist across regions and across occupa- 
tions for substantial periods of time. Thus, in the short 
run, excess demand for skilled workers in a given sector 
may be eliminated more from a reduced level of produc- 
tion in the industries to which those workers are an 
essential input than from an increase in labour supply. 
At the same time there can be high unemployment 
among workers who do not have those skills. 


For our purposes it is not sufficient to subsume the 
adjustment processes in particular labour markets. A 
primary purpose of labour market policies is to facilitate 
more smoothly functioning labour markets by increasing 
mobility from regions and industries where demand and 
productivity are low to expanding sectors with a mini- 
mum of wage pressure. It is essential, therefore, that we 
assess as far as possible the implications of our projec- 
tions for excess supplies and demands for labour across 
regions, occupations and demographic groups. To the 
extent that we can do this, we can draw some conclu- 
sions about appropriate future directions for labour 
market policies. Successful implementation of such polli- 
cies will contribute to reducing inflationary pressure in 
the economy and to stimulating higher growth in output 
and employment relative to total labour supply. 


We then report the results of our analysis of the 
requirements for labour market adjustment in response 
to: 


e the changing proportions of men and women in the 
labour force; 


e the changing regional structure of the economy; 
and 


e changing occupational requirements. 


We cannot predict in detail the specific processes by 
which excess demands will be eliminated, but we can 
indicate in general terms the nature of the policy 
response required to ensure that availability of labour 
will not impede realization of our economic potential. 


The final section of this chapter draws together the 
principal conclusions of our analysis and outlines their 
implications for labour market policies. 


In addition to this “top-down” or macro approach, we 
have conducted a more detailed analysis of a number of 
industries which appear to be confronted with major 
changes in technology or in the structure or size of 
demand for their output. These industries include con- 
struction, finance, insurance and real estate, hospitality, 
automotive manufacturing, machinery manufacturing, 
and electronics. They are representative of those indus- 


tries which appear to be facing major changes in the 
nature and/or size of their work forces. Because these 
studies were incomplete at the time this report was being 
written, we were unfortunately unable to use them to 
supplement the information obtained from our macro- 
economic analysis. As is noted in Chapter Five, such 
detailed industry studies are a necessary component of 
an adequate economic intelligence system. 


Recent and Prospective 
Economic Developments 


To assess the nature and scope of labour market imbal- 
ances in the 1980s, we begin with projections of the 
growth of demand for labour in the economy as a whole 
and by industry sector. Since the level and growth of 
labour demand depends on the level and growth of 
output of goods and services and on growth in labour 
productivity, our starting point is a set of projections of 
economic activity which generate simultaneously the 
projected levels of the main economic aggregates (GNE, 
inflation, employment, productivity, etc.). 


The course of economic activity is strongly influenced 
by the economic environment in the rest of the world, 
particularly in the United States, and by the course of 
economic policy in Canada. Underlying any set of pro- 
jections, therefore, are a number of assumptions relating 
to these factors. 


With respect to Canadian economic policy, we 
assumed no change in the set of policies currently in 
place. This is a conventional assumption in medium- 
term analysis and reflects two considerations. 


e The course of policy is impossible to predict. Eco- 
nomic policies change as events unfold. Indeed our 
projection horizon is long enough for future 
changes in both macroeconomic policies and struc- 
tural measures, such as labour market policies, to 
have an appreciable impact on the course of eco- 
nomic activity. 


e The aim of many projection exercises, including the 
one reported here, is in fact to assess the extent to 
which policy changes appear to be required to 
facilitate better economic performance than is pro- 
jected given existing policy settings. 


With respect to the external environment, there is 
considerable uncertainty about the prospects for the 
world economy. In the United States, uncertainty and 
controversy exist about the impact of the series of 
measures — tax and expenditure cuts and changes in 
the nature and scope of government regulation of 
business — recently proposed by the new administra- 


tion. Moreover, the administration’s proposals are still 
being considered by Congress and the final shape of the 
policy package remains to be determined. 


Given these uncertainties, it is probable that in 
making projections over a period as long as five or ten 
years, there will be a fairly wide margin of error 
associated both with the assumptions and the projections 
based on them. Recognizing this, we have prepared a 
number of projections corresponding to different plaus- 
ible assumptions about such factors as the course of 
domestic energy prices, the timing of some major invest- 
ment projects, and economic growth in the rest of the 
world. We view them not as a forecast but as an outline 
of a range of plausible outcomes providing a basis for 
examining prospective labour market problems. 


Although our projections were completed in Septem- 
ber 1980, before the announcement of the National 
Energy Policy, we had included a scenario which 
assumed a relatively rapid rise in energy prices. In 
addition, the Minister of Finance released a medium- 
term projection for the Canadian economy at the time of 
the Budget which incorporates the energy price profile 
of the NEP. This projection is broadly similar to one of 
our scenarios reported below, and for purposes of com- 
parison we include details of the Department of Finance 
projection in our tables. 


We have based our projections on the following major 
assumptions. 


¢ Economic growth in the United States and the rest 
of the world will pick up in 1982 and be sustained 
at a moderately strong pace throughout the decade. 


e There will be no further international price shocks 
as a consequence of further substantial OPEC 
increases or shortages of other raw materials. 


In what follows we analyze the implications for labour 
markets of two projections corresponding to relatively 
fast growth (Alternative A in Table 4-1) and slow 
growth in Canada (Alternative B in Table 4-1)! We also 
analyze the implications of a third scenario labelled 
Alternative C. In Tables 4-1 and 4-2 Alternative C is 
the medium-term projection of the Department of 
Finance (October 1980) and in subsequent tables it 
represents an alternative, more extreme view about the 
industrial or regional distribution of employment. This 

more extreme view was included because we wished to 
test the sensitivity of labour market conditions in the 
1980s to a broad range of possibilities. 


! The Task Force prepared six alternative scenarios on the macroeconomic 
outlook. Space and time prevent us from conducting a complete analysis of all 
combinations of possibilities. The two scenarios outlined here were chosen 
because in our judgement they cover a reasonable range of plausible outcomes. 
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Table 4-1 shows recent and projected movements in 
some major economic indicators. As a basis of compari- 
son in assessing the projections, it is useful to recall 
some of the key characteristics of recent economic 
experience. 


¢ Growth in real Gross National Expenditure was 
high in the years to 1973 but has been substantially 
lower since then. 


e Inflation, as measured by the Consumer Price 
Index, has tended to rise, particularly in the period 
since 1973. 


e Productivity growth averaged some 2.5 per cent 
annually between 1956 and 1973 but has been 
dramatically lower in subsequent years. 


e The labour force grew rapidly throughout the 
period. 


e Employment growth was high but has been lower 
than the rate of increase in the labour force in 
recent years. 


¢ Corresponding to the relatively lower growth in 
employment than the labour force since 1966, the 
unemployment rate has tended to drift upward over 
time. 


Our projections for both alternatives A and B suggest 
that following the current period (to the end of 1981) of 
cyclically weak activity, economic growth will be moder- 
ately strong through the mid-1980s and through the 
second half of the decade. Nonetheless, in both projec- 
tions growth is low relative to that which occurred in the 
1960s and early 1970s. To some extent this reflects the 
assumed moderate growth in the rest of the world, the 
constraints placed on stabilization policies by continuing 
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high rates of inflation, and the continuing impact of the 
adjustment to higher relative energy prices in Canada. It 
is also important to note that the slower growth paths in 
the future reflect a more slowly growing working-age 
population than has occurred in the past 20 years. 


Inflation remains at historically high levels through- 
out the decade but gradually declines throughout the 
period. The projections assume that economic recovery 
in Canada and abroad will not be so strong as to 
generate generalized excess demand in product and 
labour markets, so that inflation is tempered by more 
slowly rising import prices, stronger growth in produc- 
tivity than has recently been experienced, and continued 
moderation in wage settlements. 


Recent developments, particularly with respect to 
inflation, suggest that the projections shown here may 
be too optimistic and that the projected rate of inflation 
may well be too low and projected real growth too high, 
for the 1980-85 period. 


The unemployment rate is projected to remain at 
historically high levels, reflecting the continued opera- 
tion of the longer-run factors noted in Chapter One. Our 
ability to achieve lower unemployment rates will depend 
on our ability to achieve higher rates of productivity 
growth, lower rates of inflation, and more smoothly 
functioning labour markets. 


Our projections assume that productivity growth will 
recover partway from its very low level in recent years 
but that it will not regain the relatively high levels of the 
1960s. As mentioned earlier, there is great uncertainty 
surrounding the causes of the productivity decline. In 
part it can be attributed to the relatively weak growth of 


Summary of Major Economic Indicators — Actual and Projected (average annual per cent rates of growth) 


Unemployment 
CF Productivity Labour force Employment rate 
GNE (197 1= 100.0) (end of period) 
1956-66 5.0 1.9 2.4 2.6 2.6 3.4 
1966-73 5.6 4.3 25 3:3 Ri a5 
1973-79 sig 9.0 0.5 NS) 3.2 Te 
A B Clagn B Che tA B CLP FA B Cl ate B Clr aA B C! 
1980-85 32 20. ‘24 AASB A  9D910 0.8°° 02" 210) 208 122.” 20) eee eee 
1986-90 3.7 36 — 59 61. — 15 16° =" P88 2) 2 i See ee 


'Medium-term projection of the Department of Finance (see source). 


Source: Historical data based on Statistics Canada data. Projections for Alternatives A and B developed by Task Force. Alternative C is from Dept. of 


Finance, Prospects of the Canadian Economy, 1980-85, 1980. 
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demand in the post-1973 period, but it seems clear that 
there were longer-run, deeper-seated factors at work as 
well.? The uncertainty surrounding the reasons for the 
recent productivity decline suggests that we treat projec- 
tions of this variable with a considerable degree of 
caution. 


Reflecting this uncertainty, medium-term projections 
differ substantially in their estimates of the productivity 
growth associated with a given rate of growth in real 
GNE. The Finance projection, for example (Alternative 
C), is more pessimistic than ours regarding productivity 
growth. As a consequence, although real GNE growth is 
similar in the Finance projection and our slow growth 
projection, the rate of growth in employment is higher in 
the Finance scenario. 


The productivity issue is critical both because growth 
in output per worker represents the rate at which real 
income per worker is rising in the economy and because 
higher rates of productivity growth make it easier to 
achieve good price performance. 


In addition to productivity growth, growth in the 
average standard of living in the economy (measured by 
real GNE per capita) is influenced by the rates of 
growth of the working-age population and of the labour 
force participation rate. Our population and labour force 
projections are discussed in some detail in the next 
section of this chapter. As is evident from Table 4-1, we 
are projecting a significant decline in the rate of growth 
of the labour force. The slower growth of the labour 
force is largely attributable to slower growth of the 
working-age population; the participation rate is project- 


2 These are dealt with at some length in the Seventeenth Annual Review of the 
Economic Council of Canada (1980) and in a recent paper of the Department 
of Finance (October 1980). 
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ed to continue to increase so that, given our projection of 
total employment, the employment-to-population ratio 
will continue to rise. 


Table 4-2 shows the recent and projected growth of 
the factors determining increases in the Canadian stand- 
ard of living. Productivity growth recovers somewhat, 
particularly in the latter half of the decade, from its low 
level in recent years but remains substantially below the 
rate of growth observed before 1973. Labour supply 
factors contribute more strongly than they did between 
1956 and 1966 but to a smaller extent than they did 
between 1973 and 1979. The reduced rate of growth in 
labour supply is largely attributable to a more slowly 
growing working-age population (discussed in Section 
IV), although the participation rate also grows some- 
what more slowly than it has since 1973. Our projection 
of a decline in the unemployment rate contributes slight- 
ly to the growth of GNE per capita, contrary to the 
experience since 1966, when a rising unemployment rate 
reduced growth in real GNE per person. 


As a consequence of these productivity and labour 
supply trends, real GNE per capita is projected to grow 
at rates of about 2.2 per cent and 2.8 per cent in the first 
and second halves of the decade respectively. These rates 
are of the same order of magnitude as occurred in 
1956-66 and 1973-79 but much below those experienced 
between 1966 and 1973, when high productivity and 
labour supply growth combined to produce an average 
increase in real GNE per person of 4 per cent per year. 


From these observations two important conclusions 
follow. 


e Growth in aggregate real GNE is not an indicator 
of growth in living standards, so that a decline in 
economic growth does not necessarily imply a 


Contribution of Various Factors to Increase in Real GNE Per Capita (average annual rate of growth) 


1956-66 1966-73 1973-79 1980-85 1986-90 

Productivity factor! 2222 2.58 0.56 1.02 1.48 
Labour supply factors 0.41 1.46 1.92 eo 1.29 

Contribution of: 

Change in ratio of working-age 

population to total population -0.04 1.02 1.02 0.31 0.16 

Change in participation rate 0.38 0.69 1.08 0.77 0.77 

Change in unemployment rate 0.07 —0.25 -0.18 0.14 0.36 
GNE per capita 2.63 4.04 2.48 2.24 2. 


5 


Includes international factors related to changing prices of Canadian imports and exports. 


Source: Historical data based on Statistics Canada data. Projections for 1980-85 and 1986-90 developed by the Task Force based on 


Alternative A (fast-growth scenario). 
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decline in the growth of the standard of living. For 
example real GNE growth averaged 5 per cent per 
year in 1956-66, compared to a projected rate of 
about 3 per cent in 1980-85, but the difference in 
the GNE per capita growth rate is much smaller 
(2.6 per cent and 2.2 per cent respectively). 


¢ The decline in labour supply growth is virtually 
certain to occur, so that improvement in living 
standards of Canadians will be much more depend- 
ent on productivity growth in the future than they 
have been in the recent past. Effective policies, 
including labour market policies, which contribute 
to achieving higher productivity growth will there- 
fore be of more critical importance in the future 
than they have been in the past two decades. 


The historical evolution of the composition of aggre- 
gate demand and its projected composition are shown in 
Table 4-3. The past two decades have been character- 
ized by a rising share of expenditures being devoted to 
consumption and relative stability in the shares devoted 
to investment and government expenditure. 


Our deficit in international trade declined significant- 
ly relative to GNE in real terms between 1966 and 1973. 
Since then it has increased substantially and comprised 
3.5 per cent of GNE in 1979. 


Over the course of the next decade our projections 
suggest that the share of GNE devoted to consumption 
is likely to decline in line with slowing population 
growth; that continued government restraint will result 
in a decline in the share of government expenditure; and 
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that the share of business investment in total expendi- 
ture will tend to increase significantly, reflecting large 
energy investment and restructuring in the manufactur- 
ing sector. Our projections also imply an improvement 
in the international competitive position of Canadian 
industry so that exports rise relative to imports in the 
second half of the decade. A rising share of business 
investment and exports implies faster relative growth in 
the goods-producing sectors of the economy than has 
occurred over much of the recent past. 


As noted above, our projections are based on the 
assumption of moderate growth in the U.S. economy. If 
the U.S. administration succeeds in achieving its objec- 
tive of higher non-inflationary growth, then the share of 
exports in Canadian GNE would be enhanced and 
growth in the goods-producing sector of the Canadian 
economy will be greater than is shown in these projec- 
tions. On the other hand, there is increasing concern 
that significant elements of Canadian manufacturing 
industry, such as the auto industry, will have difficulty 
in adapting products to changed demand patterns and 
that as a consequence a rising share of Canadian 
demand will be met by imports. To the extent that this 
occurs it will impede the improvement in net exports 
which we project over the 1980s and could result in 
significant dislocation of labour. 


The Composition of 
Employment Growth 


Analyses of past and future trends in labour demand 
usually concentrate on changes induced by economic 


Gross National Expenditure (1971 constant dollars) (percentage composition) 


Personal 


consumption Government 


Investment 


Non-residential 
construction 
and machinery 


expenditure expenditure Residential and equipment Net exports GNE? 
1966 58-5 223 4.2 15.4 -2.2 100.0 
1973 59.3 21.8 i) 13.6 -1.5 100.0 
1979 62.7 20.2 4.2 14.8 -3.5 100.0 


A B Cc! A B A A B 


1985 66 615. 64.1 19.6 elo Gas oa. ou 355 
1990 59.9 59.7 — 186 185 — ane, 30 


A B C! A B Cl A B Ci 


17.7 18.0 16.4 -3.5 -3.6 -3.3 100.0 100.0 100.0 
18.9 19.2 — -14 -16 — _ 100.0 1000 — 


——————— eee EE OEE EE ESS ee 


‘Medium-term projection of the Department of Finance (see source). 


Categories do not sum to 100.0 exactly due to omission of changes in inventories. 


Source: Historical data based on Statistics Canada data. Projections for Alternatives A and B developed by Task Force. 
Alternative C is from Dept. of Finance, Prospects of the Canadian Economy, 1980-85, 1980. 
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growth. For example, employment increased on average 
by 268,000 jobs per year over the 1973-79 period and is 
projected to increase by between 205,000 and 242,000 
jobs per year over 1979-85. These estimates do not take 
into account the fact that job openings are also created 
to replace those leaving the labour force because of 
change in participation rates, retirement or death (i.e., 
labour force attrition). The total number of job open- 
ings, therefore, has two components, one arising from 
industrial growth (net change), the other from labour 
force attrition. We estimate that, on average, about 
185,000 job openings occurred annually during 1973-79 
because of labour force attrition. This number is expect- 
ed to increase to some 200,000 per year over the 1979- 
85 period. 


On the supply side, the same principle applies. The 
change in labour supply over a period of time is the net 
result of the total number of people joining the labour 
force less those leaving the labour force. Therefore the 
total number of job openings should be compared with 
the total number of people joining the labour force, and 
not with the net increase in the labour force. 


For analyzing labour market pressure at the aggre- 
gate level, the net changes in employment and labour 
supply are relevant because the unemployment rate is 
affected by net changes in demand and supply. At the 
aggregate level, therefore, taking replacement demand 
and labour force entries and withdrawals explicitly into 
account does not add new information to our under- 
standing of the evolution of pressure on the labour 
market, and it is net changes in employment and in the 
labour force which are recorded in most tables. 


At the occupational level, however, the only informa- 
tion available on sources of supply relates to the number 
of people entering occupations from the education or 
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training systems. In order to assess developments at the 
occupational level, the information on supply has to be 
compared with total job openings on the demand side 
(i.e., demand from growth plus replacement demand). 


In our examination of occupational imbalances, we 
take explicitly into account both these sources of labour 
demand to compare estimates of total job openings with 
estimates of numbers of labour force entrants. In all 
other sections in which we examine aggregate labour 
market development, we use estimates of net changes in 
supply and demand. 


Industrial Composition 


The implications of the changing structure of output for 
employment growth and its composition are shown in 
Tabie 4-4. The contribution of the service industries to 
overall employment growth is expected to be significant- 
ly lower in the future than it has been over much of the 
recent past, with the contribution of goods-producing 
industries correspondingly higher. Much of the relative- 
ly large contribution of goods-producing industries 
occurs in the primary sector of the economy and is 
attributable to renewed growth in the fishing industry, 
slowdown in productivity increases in the agricultural 
sector with concomitant increases in employment, and 
renewed growth in the mining sector. 


As noted, there is particular uncertainty surrounding 
the employment prospects in manufacturing. ‘With 
respect to the construction industry, the employment 
growth in alternatives A and B is lower than that 
projected in other medium-term projections (a detailed 
examination of the construction sector has been done for 
the Task Force). 


Industrial Composition of Employment Growth (per cent contribution to overall employment growth) 


1956-66 1966-73 1973-79 1980-85 1986-90 

A B G A B 
Primary Goods -16.6 -5.4 2.9 4.1 SA Ne 6.5 6.8 
Mining 0.6 1.0 on EO 0:9 eae 3.0 3.4 
Other Primary -17.2 -6.4 0.7 3.1 2 Seu) 3 5a wank 
Secondary Goods 32.3 20.4 19.4 DRIED i Ge Ro) 18.9 19.9 
Manufacturing PASE | 15.9 122 1727 6227 888 22) 27 
Construction 8.8 4.5 Ti 6.00 N62 = F757 6.655, Wak 
Services 84.1 85.0 Dek 12:3: 513.9 981.0 T4160 73'3 
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 


Source: Historical data based on Statistics Canada, Labour Force Survey. Projections developed by Task Force. 
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Accordingly, Table 4-4 includes a third projection 
(Alternative C) of the industrial composition of employ- 
ment growth to 1985 which has manufacturing employ- 
ment growing considerably more slowly than in projec- 
tions A and B, reflecting the concerns noted above. 
Construction employment is projected to grow more 
rapidly than in scenarios A and B, reflecting the 
assumption that the labour intensity of non-residential 
construction will be greater than in those projections. 


The changing profile of employment growth by indus- 
try has implications for the occupational structure of 
demand discussed immediately below, as well as for the 
employment profiles of men and women. 


Occupational Demand 


Requirements for workers in different occupations and 
at different skill levels depend on the industrial distribu- 
tion of employment and, within industries, on the extent 
to which technological change is causing a change in the 
skill or occupational mix. The only available information 
on employment by occupation within each industry 
relates to a single point in time, so that we do not know 
the extent to which changes in the skill and occupational 
mix within industries have occurred in recent years. Nor 
do we have information from our aggregate projections 
of the economy on future changes in the skill and 
occupational mix within industries. Our industrial sector 
analyses provide some indication as to the extent to 
which technological change is likely to affect the skill 


Table 4-5 
Distribution of Employment by Industry and Skill 


Highly 
Industry qualified 
Agriculture 0.1 
Other primary 2.0 
Manufacturing YES 
Construction 2-6 
Transportation, communications, utilities 5.0 
Trade 351/ 
Personal and business services S)/-7/ 
Finance, insurance, real estate Well 
Public administration 9.7 
Goods-producing 16.2 
Services-producing 83.8 
Total economy 100.0 


and occupational mix within the industries we have 
examined. For the economy as a whole, however, 
because we lack better information, we are forced to 
assume that the occupational and skill mix within indus- 
tries will be constant over our projection horizon. Thus, 
our projections of occupational demand reflect only the 
effects of the changing industrial composition of 
employment growth. 


Table 4-5 shows estimates of how occupations and 
different skill levels are distributed across industries, 
given the 1979 distribution of employment by industry. 


¢ Highly qualified occupations (generally those 
requiring a university degree) are heavily concen- 
trated in personal and business services and to a 
small extent in manufacturing. Personal and busi- 
ness services include the health and education sec- 
tors of the economy as well as firms offering ser- 
vices to business, such as consulting, engineering, 
accounting, and law. 


¢ Highly skilled occupations are concentrated in 
manufacturing, construction and, to a large extent, 
the trade sector of the economy. The trade sector 
includes a large number of firms engaged in repair 
and maintenance of machinery, so that such occu- 
pations as auto mechanics are included here, as are 
large numbers of highly skilled sales people 
employed in wholesale and retail distribution. The 
manufacturing sector employs relatively large num- 
bers of highly skilled processing occupations such as 
machinists and tool and die makers, and the con- 


Percentage distribution of occupational skills 


Highly Medium Low Total 
skilled skilled skilled employment 
0.1 9.5 6.3 4.7 
1.4 5.8 1.4 2.6 
Me 18.2 eh he 20.0 
14.8 3.5 3.0 6.2 
6.4 14.6 Tae 8.7 
37.3 12.4 11.4 17.4 
18.8 16.7 32.6 28.4 
4.2 8.9 pm 523 
Sin 10.4 4.0 6.8 
28.0 37.0 42.4 = 
71.9 63.0 Shes 66.6 
100.0 100.0 100.0 100.0 © 


Source: Estimates by Task Force using structure of COFOR model. 
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struction industry also has a very large proportion 
of highly skilled tradesmen, such as welders, 
plumbers and pipefitters. 


¢ Medium-skilled occupations tend to be more 
evenly distributed across all industries in the econo- 
my. They include many clerical occupations. 


e Low-skilled occupations tend to be heavily concen- 
trated in manufacturing and in personal and busi- 
ness services. In the manufacturing industry, many 
assembly and processing operations require large 
numbers of low-skilled operatives. Similarly, per- 
sonal and business services establishments use large 
numbers of low-skilled personnel, such as clerks, 
janitors, and attendants. 


Since our projections of employment growth by indus- 
try suggest a convergence in the growth rates of services 
and goods-producing industries over the next ten years, 
we would expect some shifting of the occupational 
requirements away from those prevalent in service 
industries (particularly from those such as teaching and 
health care for which demand depends on population 
structure and growth) and towards those prevalent in 
mining, manufacturing and construction. This in turn 
suggests a slowing of requirements for highly qualified 
occupations and a relative increase in demand for occu- 
pations which are used intensively in goods-producing 
industries. 


Table 4-6 shows estimates for the four skill groups of 
the occupational composition of their contribution to 
total employment growth in the recent past and their 
projected contribution to growth in the 1980s.3 Since 


3 For purposes of comparison we have also included in these tables the pattern of 
growth projected by the Canadian Occupational Forecasting Program 
(COFOR) of the Department of Employment and Immigration. These projec- 
tions are broadly similar to those of the Task Force. Notable differences are 
the higher projected growth among engineering occupations, slower growth for 
teachers and significantly higher growth among highly skilled construction 
trades. Details of the COFOR projections are contained in a CEIC document 
(February 1981). 
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these estimates take no account of technological change, 
they can be viewed only as broad indicators of orders of 
magnitude. 


As expected, the projected contribution toemploy- 
ment growth of highly qualified occupations declines 
significantly from the level of the 1970s. It is noteworthy 
that medium- and low-skilled jobs are estimated to have 
accounted for some 55 per cent of new jobs created 
between 1973 and 1979 and that this proportion is 
projected to increase during the 1980s, a reflection of 
the projected relative strength of goods-producing indus- 
tries. This observation is of interest because it is fre- 
quently suggested that the numbers of lower-skilled jobs 
either have declined or are likely to decline significantly 
in the future. 


Tables 4-7 and 4-8 show more detailed estimates of 
recent and projected contributions to total employment 
growth among highly qualified and highly skilled occu- 
pations, assuming a fixed occupational mix within 
individual industries. Since these are occupations for 
which a substantial amount of training is required, they 
are of greatest interest and importance for labour 
market policy. 


Among highly qualified occupations (Table 4-7) the 
following are the most striking prospective develop- 
ments. 


e Asa group, highly qualified occupations are likely 
to contribute less to total employment growth in the 
future than they have in the recent past. 


e Their declining relative importance is largely 
attributable to declining relative growth in the 
health and teaching occupations, which are strongly 
influenced by population growth. The projected 
declining relative growth of managers may also be 
related to a certain extent to slower service industry 
growth. 


Occupational Composition of Employment Growth (per cent contribution to overall employment growth) 


1972-79 1980-85 1986-90 
A B Cc COFOR-85 A B 
Highly qualified occupations 19.1 13872 13.0 14.4 11.6 13.9 14.0 
Highly skilled occupations 27.0 24.4 24.5 27 eh 28.9 27.6 213 
Medium skilled occupations 23.8 29.6 29.6 28.0 26.0 30.0 30.3 
Low skilled occupations 30.2 32.7 32.9 30.0 33.4 28.5 28.4 
100.0 100.0 100.0 100.0 100.0 100.0 100.0 


Total employment 
NE tin cp nde 8 an coer e etn. re) Yate eg Se er Ses oe ee 


Source: Estimates made by the Task Force using COFOR model and different macro scenarios. COFOR-85 data from Dept. of Employment and 
Immigration, Occupational Requirements to 1985, February 1981. 
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Table 4-7 


Occupational Composition of Employment Growth — Highly Qualified Occupations (per cent contribution to overall employment 
growth) 


Occupation 1972-79 1980-85 1986-90 
A B C COFOR-85 A B 


Managers, administrators and related 
occupations 8.2 5.3 Sa 5.2 S52 5.4 5.6 


Engineers, architects, system analysts, 
occupations in the physical and life 
sciences and in mathematics and 
related fields ley 1.9 1.8 2.0 2.5 2.4 2.6 


Occupations in the social sciences and 
related fields (lawyers, social 
workers, economists, sociologists, 
librarians, etc.) 1.8 1.5 1125) 1.6 1.3 ey 17 


Teaching and related occupations Byes 2.8 eal 3.6 1.3 2.4 2e3 


Doctors, dentists, veterinarians and 
other health diagnosing and 


treating occupations ee 0.8 0.7 0.9 0.6 0.6 0.6 
Other highly qualified occupations 1.0 0.9 0.7 0.9 0.8 1.4 1.2 
Total highly qualified occupations 19.1 13,2 13.0 14.4 11.6 13.9 14.0 


Source: Estimates made by the Task Force using COFOR model and different macro scenarios. COFOR-85 data from Dept. of Employment and 
Immigration, Occupational Requirements to 1985, February 1981. 
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Occupational Composition of Employment Growth — Highly Skilled Occupations (per cent contribution to overall employment 
growth) 


Occupation 1972-79 1980-85 1986-90 
A B C COFOR-85 A B 


Occupations in architecture and engi- 
neering other than architects and 
engineers (draughtsmen, architec- 
tural and engineering technologists 
and technicians) 1.6 y2 12 es) ee 1.5 


Occupations in health other than 
diagnosing/ treating (nurses, 


physiotherapists, etc.) D2 4.6 5.0 See 4.7 2.9 2.9 


Highly skilled occupations in sales 

(technical salesmen and advisers, 

insurance salesmen, real estate 

salesmen, etc.) 10.2 8.3 8.2 9.8 10.0 11.4 10.6 
Highly skilled construction trades 

occupations (construction electri- 

cians, plumbers, carpenters, etc.) 3.6 4.7 4.7 5.9 ey 5:5 5.8 


Highly skilled processing occupations 
(tool and die makers, machinists, 


mechanics, etc.) 4.9 4.5 4.4 4.5 4.4 52 5.2 
Other highly skilled occupations MS 1.0 1.0 1.0 1.1 1] i2 
Total highly skilled occupations 27.0 24.4 24.5 pd 28.8 27.6 21,3 


Source: Estimates made by the Task Force using COFOR model and different macro scenarios. COFOR-85 data from Dept. of Employment and 
Immigration, Occupational Requirements to 1985, February 1981. 
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¢ Conversely, relative growth in the engineering and 
scientific occupations is expected to increase, par- 
ticularly in the second half of the decade, reflecting 
the projected growing importance of goods-produc- 
ing industries and of large, energy-related construc- 
tion projects in this period.* 


In the period to 1985 the projected contribution to 
employment growth of highly skilled occupations (Table 
4-8) differs significantly between scenarios A and B on 
the one hand and alternative C and COFOR scenarios 
on the other. 


e Projections A and B show a lower contribution to 
growth to 1985, followed by a substantial pickup in 
the late 1980s. The other scenarios show sustained 
growth to 1985. The difference is largely accounted 
for by a smaller estimated contribution to growth of 
highly skilled sales occupations in projections A and 
B. 


e Highly skilled processing occupations—the catego- 
ry which includes many skilled manufacturing 
trades—are projected to contribute somewhat less 
to employment growth in the years to 1985 than 
has recently been the case. This category also 
includes occupations in the trade sector such as 
mechanics and it is the reduced trade sector growth 
which accounts for the decline. In the manufactur- 
ing industry, highly skilled trades are projected to 
contribute to employment growth to about the same 
extent as they have in the recent past. Growth in 
these occupations is projected to be relatively strong 
after 1985. 


e The strongest relative growth among the highly 
skilled groups is projected to occur in the construc- 
tion trades, reflecting the strong projected growth 
in non-residential construction. 


¢ The projected relative growth in demand for engi- 
neering technologists and technicians is suspiciously 
low. This may be an area where our techniques 
have been unable to capture the effects of techno- 
logical change and the employment requirements of 
new and rapidly growing industries. Available 
qualitative evidence suggests that employment 
growth is likely to be stronger than projected here. 


In summary, employment growth in the 1980s seems 
likely to be more highly concentrated in the goods-pro- 


4 A recent study of the engineering requirements for known megaprojects, which 
takes account of design and pre-construction requirements as well as those 
involved in construction and operations phases, also concludes that require- 
ments are likely to increase dramatically in the period 1985-90, the average 
annual requirements being approximately double those of the 1980-85 period 
(Foster Research and Govier Consulting Services Ltd., 1981). 


ducing industries, particularly in construction, than in 
the recent past. Among occupations, the limited infor- 
mation available suggests relatively slower growth 
among highly qualified occupations, with the notable 
exception of engineering and scientific occupations; a 
sustained contribution to growth among highly skilled 
trades, notably those related to construction; and a 
somewhat stronger contribution to growth among medi- 
um- and low-skilled occupations. We have some confi- 
dence in our projection of a tendency towards slower 
overall growth in highly qualified occupations because 
this is related primarily to the impact of a more slowly 
growing population on the health, education and person- 
al services sectors. Generally, however, our occupational 
projections are based on extremely limited information. 
Studies conducted for the Task Force suggest that the 
skill requirements in some important sectors such as 
parts of the manufacturing industry and office jobs in all 
industries may change dramatically as a result of tech- 
nological change. 


In order to assess the prospects for imbalances in 
particular occupations, supply factors must be jointly 
considered along with the demand projections outlined 
here. We analyze prospective imbalances for selected 
groups of occupations later in this chapter, in which we 
consider the implications of replacement demand along 
with labour requirements emanating from industry 
growth. 


Labour Supply Conditions 


The sources of labour force growth in the recent past 
were discussed in Chapter Two. It was noted that labour 
force growth was dominated by demographic develop- 
ments in the 1960s, with participation rate changes 
playing an increasingly important role in the 1970s. The 
contribution of net immigration was substantial in the 
earlier years of the post-war period but has been declin- 
ing over time. As in the 1960s, the labour market of the 
1980s will be powerfully affected by some fundamental 
demographic changes but these will be operating in a 
different direction from those of the recent past. 


Demography 


The recent trend towards marriages later in life and the 
increased participation of women in the labour force 
have been accompanied by a sharp decline in both the 
number of births and the birthrate during the past two 
decades. The current general fertility rate (the birthrate 
per 1,000 women aged 15-49) is approximately half that 
realized during the baby boom of the 1950s and is below 
the level required to ensure a constant population. It 
seems unlikely that the factors which led to this low 
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level will be reversed during the 1980s, and we have 
assumed that age-specific fertility rates will remain at 
their 1979 levels throughout the projection period. 


Throughout the 1970s a relatively large proportion of 
the female population was moving into the principal 
childbearing years (age 20-34), mitigating to some 
extent the decline in the number of births per woman. 
Increases in this population group will moderate in the 
1980s as the post-war baby boom generation will 
already have entered the principal childbearing ages. As 
a consequence a decline in the total number of births 
should occur even if age-specific fertility rates remain 
unchanged. 


Although age-specific death rates are also assumed to 
remain constant during the 1980s, the changing compo- 
sition of the population will lead to an increase in the 
overall death rate by 1990. 


For purposes of our projections, we have assumed that 
net immigration to Canada will be maintained at a level 
of 50,000 per year. This assumption was chosen not 
because we considered it to be appropriate or likely but 
simply because it approximates the average estimated 
level of net immigration over the past five years. The 
entire analysis of our report is predicated on the assump- 
tion that Canada’s labour needs will be met primarily 
from within the indigenous population and that the 
order of magnitude of net immigration will not be 
substantially different from current levels. Deviations 
from our assumed level of the size likely to be encoun- 
tered would not have a significant effect on the Canadi- 
an population. 


The implication of these assumptions is that the popu- 
lation of Canada will grow at an average annual rate of 
approximately | per cent during the 1980s, reaching 
about 26.3 million in 1990 compared with 23.9 million 
in 1980. 


For labour market analysis, the relevant population to 
examine is not the total population but rather the “civil- 
ian source population” — the number of people age 15 
and over. Except for possible variations in international 
migration, both the size and age/sex structure of the 
source population are known with virtual certainty for 
the next 15 years. Although the sex structure of the 
source population does not vary significantly, the age 
structure shows considerable variation over time, reflect- 
ing the movement through successive age categories of 
the baby boom generation. Through the period of the 
1980s, this group will pass into the prime labour force 
age category (25-54 years). 


Thus the prime age group will increase its share of the 
population from 51.8 per cent in 1980 to 55.9 per cent 
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by 1990, while the younger (15-24 years) group’s share 
will decline from 24.9 per cent to 19.7 per cent. 


Participation Rates 


Given the size and age/sex structure of the population, 
the supply of labour depends on the extent to which the 
source population desires to participate in the labour 
force. Simply expressed, the labour force is equal to the 
source population multiplied by the proportion of the 
source population either employed or searching for 
employment (the participation rate). 


Labour force participation decisions of those in the 
source population depend on a wide variety of economic 
and sociological factors. These factors have been com- 
prehensively described and intensively examined in a 
paper recently released by the Department of Finance 
(Ciuriak and Sims, 1980). 


The Task Force essentially accepts the views and 
conclusions of that analysis and, as noted below, our 
participation rate projections are similar to those of the 
Department of Finance paper. 


By and large our participation rate projections (shown 
in Figure 4-1) assume a continuation of recent trends; 
they are not significantly affected by differences in the 
rate of economic growth of the orders of magnitude 
contained in our different scenarios. 


Participation rates have grown most rapidly in recent 
years among young people and adult women. For both 
of these groups we assume a continuing trend to higher 
participation rates. 


In the case of young people, participation rates are 
expected to grow at a slower rate than in recent years, as 
the recent decline in secondary and post-secondary edu- 
cation enrolment rates are assumed to level off and 
stabilize. 


¢ Educational enrolment rates depend on the expect- 
ed returns to higher education and on labour 
market conditions. Some analysts of enrolment rate 
trends in the United States have concluded that the 
returns to higher education are likely to increase in 
the 1980s and lead to higher enrolment rates (Free- 
man, 1977). In Canada, however, increases in 
enrolment rates are considered highly unlikely, 
(Zsigmond et al., 1978). 


e In both the United States and Canada, however, 
analysts suggest that enrolment projections are 
highly tentative in nature so that there is consider- 
able uncertainty as to the future course of enrol- 
ment rates and hence of labour force participation 
among young people. 


Figure 4-1 
Participation Rates Among Certain Demographic 
Groups, 1953 to 1990 
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Note: The historical series break in 1975, the year in which major revisions 
were made to the labour force survey. The most abrupt break occurs 
in the case of the less-than-25 group. Prior to the revisions, this 
group consisted of 14-24 years olds. With the revisions, it was 
redefined to comprise 15-24 years olds. 


Sources: Historical data based on Statistics Canada, Labour Force Survey, 
Projection developed by Labour Market Development Task Force. 
Department of Finance projection from Participation Rate and 
Labour Force growth in Canada, April 1980. 


For adult women we have no reason to think that the 
trend to higher participation will change significantly. 
Accordingly, we assume a continuing increase in partici- 
pation rates. By 1990 our projections imply that over 75 
per cent of women aged 25-54 will be in the labour 
force. 


Because of the many uncertainties surrounding the 
development of participation rates among women, it has 
always been difficult to project future changes. Fore- 
casts of female participation rates in the past have 
consistently underestimated their growth. The projection 
used in this analysis should, therefore, be viewed with 
some caution. More widespread implementation of affir- 
mative action programs, improved support services such 
as day care, and increased flexibility in work arrange- 
ments could further increase the participation rate of 
women. 


Participation rates of men have varied much less than 
those of women, particularly for the prime age group 
(25-54), of which close to 95 per cent participate in the 
labour force. The participation rate for older men (aged 
55 and over) has declined slowly but steadily and we 
assume it will continue to decline at/a slow rate. This in 
turn reflects the assumption that the trend to earlier 
retirement will continue, resulting from improved pri- 
vate sector pension benefits combined with public pen- 
sion and old age security plans. 


As we move through the 1980s, this assumption could 
become less and less realistic. Indeed, continued 
increases in longevity and slowing in functional aging, in 
conjunction with the real and perceived effects of infla- 
tion on incomes derived from pensions and savings, may 
increase the desire of older people to remain in the work 
force. These factors, accompanied by pressure to retain 
the skills of these workers in the labour force, by 
removal of mandatory retirement legislation, and 
possibly by increasing use of flexible work arrange- 
ments, may slow the withdrawal of older workers. The 
1977 Retirement Survey (Coffin and Martin, May 
1977) showed that 15 per cent of those who were forced 
to retire because of age would have preferred to retire 
later, and approximately 45 per cent of those retirees 
who would have retired early (given adequate pensions) 
would have taken a part-time job after retirement. 


Both alternatives A and B have participation rate 
projections that are quite close to those contained in a 
recent Department of Finance study (Ciuriak and Sims, 
1980) in which recent and prospective participation 
behaviour was intensively examined. A comparison of 
projection A with that of the Department of Finance is 
shown in Table 4-9. 


Implications for Labour 
Force Growth 


The effects of demographic and participation rate 
behavior on labour force growth are shown in Table 
4-10. There is no significant difference in projected 
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Table 4-9 


Comparison of Participation Rates 
for Major Demographic Groups 


1980 1985 1990 

Youth (15-19) 

Projection A 548 .582 611 

Finance Projection .580 593 
Adult men (20+) 

Projection A 816 813 809 

Finance Projection 815 .808 
Adult women (20+) 

Projection A .499 543 596 

Finance Projection .556 611 
Total 

Projection A 641 .665 .691 

Finance Projection LOv2 .697 


Source: Projection A developed by Task Force. Department of Fi- 
nance Projection from Participation Rates and Labour Force 
Growth in Canada, April 1980. 


labour force growth between alternatives A and B; 
marked slowdown in the rate of growth of the labour 
force is anticipated in the 1980s in both cases. 


Our assumption of 50,000 net immigrants per year (of 
whom about 40 per cent are assumed to enter the labour 
force) implies that the contribution to labour force 
growth from immigration will be lower on average than 
that observed over the period since 1973, but similar to 
its contribution since 1976. Our participation rate pro- 
jections imply a contribution to labour force growth 
slightly smaller than that experienced over the past 
decade. 


The most significant change in the 1980s will result 
from the slowdown in growth of the domestic source 
population. This slowdown is virtually certain to occur, 
as it depends only upon the age composition of the 
Canadian population in 1979 because people born after 
1979 will not be of labour force age during the 1980s 
and the mortality rate of people of labour force age has 


Table 4-10 


been fairly stable and is expected to remain so. Here, 
more than anywhere, we can observe the effects of the 
aging of the baby boom generation. By 1980 most of the 
baby boom population had already reached working age, 
and the consequent slowdown in source population 
growth, shown in Table 4-10, has a large impact on our 
expectations for labour force growth during the 1980s. 


The slowdown in the rate of labour force growth will 
result in a substantial shift in the age and sex composi- 
tion of the labour force (Figure 4-2). Because virtually 
all the increase in participation rates will come from 
women, as the rate of growth of the labour force gener- 
ated from source population growth and net immigra- 
tion is reduced, the share of women in the labour force 
will continue to grow at a rapid rate. In 1980 the female 
share of the labour force was about 40 per cent. Over 
the next decade we project this share to rise to over 44 
per cent. 


Contributing significantly to labour force growth in 
the 1980s, particularly in the western provinces, will be 
strong growth in the Native population of working age, 
which is expected to increase at an annual rate of 2.9 
per cent compared to 1.1 per cent for the total popula- 
tion. The potential for labour force growth among 
Native people is significantly higher because their 
labour force participation rate is substantially lower 
than that of the population as a whole. Thus if severe 
labour market imbalances are to be avoided, women and 
Native people will have to be increasingly employed in a 
broader range of occupations and industries. 


In contrast, the share of the labour force comprised of 
young people (15-24 years) will decline substantially 
over the decade. The peak in the youth share of the 
labour force was 27.1 per cent in 1975. By the end of 
this decade we expect it to fall to 20.6 per cent, below its 
1960 low point of 21.5 per cent. This implies, of course, 
that a smaller and smaller share of labour force partici- 
pants will be made up of new entrants. Since the youth 
group is most mobile with respect to both location and 


Sources of Labour Force Growth (average annual per cent rates of growth) 


1956-66 1966-73 1973-79 1980-85! 1986-90! 
Source population 22 2.6 222 1:3 1.0 
—Net immigration 0.5 0.4 0.4 0.22 0:2 
—Domestic 17 22 1.9 Tas | 0.8 
Participation rate 0.4 0.7 1.0 0.7 0.8 
Total labour force 2.6 3:3 3a3 2.0 1.8 


'There is no significant difference between Alternatives A and B. 
?Assuming net immigration of 50,000 annually. 


Source: Historical data based on Statistics Canada, Labour Force Survey. Projections developed by the Task Force. 
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occupation, this change suggests a reduced ability of the 
labour supply to adjust to new demands, a fact with 
important implications for labour market policy. 


The projected steady decline in the youth share of the 
labour force also has important implications for the 
future unemployment rate of young people relative to 
that of adult men. The analysis of Chapter One conclud- 
ed that the rising relative unemployment rate of young 
people in the 1960s and 1970s was related to limits of 
the ability of the economy to absorb the extraordinarily 
large numbers of young people entering the labour 
market. This absorption problem will gradually diminish 


Figure 4-2 


Labour Force Composition by Demographic 
Groups, 1953 to 1990 
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Sources: Historical data based on Statistics Canada, Labour Force Survey, 
Projections developed by LMDTF. 
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over the decade of the 1980s and it is likely that the 
youth unemployment rate will decline to some extent 
relative to that of adult men. 


It is most unlikely, however, that the youth rate will 
approach equality with the rate for more experienced 
workers. In the 1950s, before the entry of the baby 
boom generation to the labour market, the youth unem- 
ployment rate was one and one-half times the rate for 
adult men. To some extent, higher youth unemployment 
simply reflects the high job turnover of new entrants to 
the labour market who seek information through job 
experience before settling down. 


The role of public policy in facilitating adaptation of 
young people to the labour market is essentially to 
improve their access to information about careers and 
job opportunities. 


A small subset of young people, primarily those who 
do not complete high school, experience particular 
labour market difficulties which continue to warrant 
special attention. Indeed, the plight of these individuals 
may well worsen in years to come as the average educa- 
tion level of their peers increases and they become 
increasingly disadvantaged in the job market. 


Principal Conclusions of Aggregate 
Supply and Demand Analysis 


As always, the future is clouded with uncertainty so that 
many of the developments outlined above must be 
regarded as no more than tentative estimates of how the 
economy in general and labour markets in particular 
might evolve over the decade. Uncertainty is particularly 
great on the demand side, where the course of events 
will be powerfully conditioned by international develop- 
ments. 


We have some confidence in our projection of con- 
verging rates of growth in employment in the goods-pro- 
ducing and services-producing sectors of the economy 
because this development is conditioned to a consider- 
able extent by demographic developments. 


On the labour supply side, while there are important 
areas of uncertainty, particularly with respect to the 
future course of labour force participation behavior, 
some key characteristics are known with virtual 
certainty. 


e Labour force growth will be slower. 


e The labour force will be comprised to a greater 
extent of women and, particularly in the West, of 
Native people, while the proportion of young people 
will decline. 
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Taken together these facts have strong implications 
for the operation of labour markets and for the require- 
ments of labour market policy in the 1980s. 


e Adaptation of the labour force to a changing indus- 
trial, occupational and geographic structure of 
demand will have to be made increasingly by work- 
ers already in the labour force, who are inherently 
less mobile than young new entrants. 


¢ Women, who have traditionally been concentrated 
in a relatively narrow range of occupations and 
industries, and Native people, who have 
experienced both extraordinarily high rates of 
unemployment and narrow occupational range, will 
need to be employed in a broader and more diverse 
set of occupations in the future. 


e It is likely that the unemployment rate of young 
people will gradually decline relative to the rate for 
adult men. 


The following sections assess in some detail the 
implications of our projections for labour market 
adjustment. 


e We first assess the size of the changes which appear 
to be required in the distribution of male and 
female employment across industries if labour 
market imbalances caused by excessive concentra- 
tion of women’s employment are to be avoided. 


e Next, we assess the extent to which shifts in the 
geographic distribution of output and employment 
seem likely to occur, to determine whether growth 
is likely to be constrained by mismatches between 
the geographical composition of demand for labour 
and the available supplies. 


e Finally, we assess the prospects for imbalances 
among selected groups of occupations — an assess- 
ment which requires that information on demand 
be brought together with available data on supply 
sources. 


Employment Opportunities 
for Men and Women 


We noted in Chapter Two that during the 1960s and 
early 1970s the unemployment rate for women tended to 
rise relative to that for men, that this was associated 
with a rising female share of the labour force but that 
notwithstanding the tendency for women’s unemploy- 
ment rates to rise, there was a dramatic and continuing 
increase in employment of women, associated primarily 
with increasing employment in clerical, sales and service 
jobs in the service industries. We also noted the con- 
tinued high growth in employment of women in the late 
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1970s, notwithstanding a relative slowdown in the 
growth of service sector employment, and that in recent 
years the unemployment rate of women has stabilized 
relative to that of men. Employment growth remained 
high in the face of slowing service sector growth because 
of a tendency for women to be employed in a more 
diverse number of occupations and industries. 


Our projections suggest that the contribution of ser- 
vice sector employment to total employment growth will 
continue to fall during the 1980s, while the female share 
of the labour force is likely to continue to rise. There is 
concern, therefore, that the continued high concentra- 
tion of women in service sector occupations, combined 
with high labour force growth, will result in a growing 
problem of unemployment among women, while simul- 
taneously labour markets in occupations and industries 
which primarily employ men will become increasingly 
tight. 


Since our projections do not provide detail on employ- 
ment and unemployment by sex, we cannot address this 
issue directly. Our projections, combined with data on 
the recent employment experience of men and women, 
do however enable us to pose and to answer a hypotheti- 
cal question. Using our projections of employment 
growth by industry and of labour force growth among 
men and women, what would unemployment rates for 
men and women be in 1985 and 1990 on the alternative 
assumptions that: 


¢ the employment shares of men and women in dif- 
ferent industries remain at their 1979 levels; or 


e the employment shares of men and women in dif- 
ferent industries continue to change over the 1980s 
at the same rate as in the period 1973-79? 


The question is whether maintenance of existing 
employment shares or, alternatively, the recent rate of 
change in those shares is likely to be sufficient to absorb 
the expected labour force growth among women or 
whether more rapid change seems likely to be required. 
We must stress that we have no way of knowing whether 
recent trends in the distribution of men and women 
across industries are likely to continue. This requires 
much more detailed investigation. However, there is 
some evidence that labour markets have been adapting 
to the changing composition of the work force. We 
simply wish to assess whether appreciably more rapid 
adjustment appears to be required in conditions which 
may prevail in the 1980s. 


The relevant “index of adequacy” of adjustment is the 
ratio of the unemployment rate among women to that of 
men. The ratio of unemployment rates (not absolute 
levels of rates) is the relevant index, because joblessness 


among both sexes will depend upon general economic 
conditions. Using the ratio eliminates the influence of 
this factor and isolates the industry mix effect. 


A rising ratio over the 1980s would suggest inade- 
quate adjustment. It would indicate a tendency for 
labour markets in industries in which men are dominant 
to become increasingly tight, while at the same time 
increasing slackness would occur in labour markets in 
industries in which women were predominantly 
employed. 


The results of our analysis are shown in Table 4-11. 
They suggest that if the 1979 industrial distribution of 
employment among men and women were maintained 
through the current decade (line 1), labour markets in 
male-dominated industries would tend to become very 
tight indeed, while the women’s unemployment rate 
would tend to rise dramatically. Indeed, on the basis of 
this extrapolation the imbalances would be so severe 
that the arithmetic shows a negative male unemploy- 
ment rate by 1990, an event which clearly cannot occur. 


If, on the other hand, the industrial distribution of 
employment among women were to continue to change 
at the same rate as in recent years (line 2), the tendency 
for women’s unemployment to rise relative to that of 
men would be reduced substantially and, in fact, would 
only tend to occur in the late 1980s. For purposes of 
comparison, line 3 of Table 4-11 shows the unemploy- 
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ment rates for men and women which would be 
required, given our projection of the aggregate unem- 
ployment rate, to maintain the same relationship be- 
tween male and female unemployment rates as existed 
in 1979. The 1979 ratio is used simply as a basis for 
comparison. We are not suggesting that it represents an 
appropriate relationship between unemployment rates 
for men and women. 


Our analysis suggests, therefore, the need over the 
decade for increasing integration of women into indus- 
tries in which they have not traditionally been employed 
in large numbers, in order to avoid increasing tightness 
in labour markets for men and increasing slack in labour 
markets for women. A higher rate of integration would 
be required throughout the decade if unemployment 
rates of men and women were to be equalized. There 
are, of course, mechanisms of adjustment in labour 
markets which can be expected to increase the speed of 
adjustment as such imbalances begin to make their 
presence felt. For example, increasing tightness in 
labour markets for men relative to those for women can 
be expected to result in a tendency of wages for work 
done by men to increase relative to those for work done 
by women. This process would, in turn, induce employ- 
ers increasingly to hire women into these occupations 
and industries. 


The market process would, however, result in increas- 
ing wage pressure in the economy and could result in 


Hypothetical Unemployment Rates for Men and Women (per cent) 


A 
(1) Assuming 1979 industrial distribution 
of employment 
Men 2.1 
Women 12.8 
Ratio of women’s to men’s 
unemployment rates 6.1 
(2) Assuming continued change in the 
industrial distribution of employment at 
the rate experienced in 1973-79. 
Men 5.8 
Women qed 
Ratio 13 
(3) Assuming continuation of the 1979 
relationship between women’s and men’s 
unemployment rates 
Men 5.8 
Women Vay 
Ratio 153 


1985 1990 

B C A B 
39 3.6 -3.7 -0.9 
1327 13,5 15.8 Oe 
33 3.8 — — 
7.4 V2 i a 6.1 
8.7 8.4 6.6 8.5 
rez Ly? 1:9 1.4 
7.0 6.8 4.3 6.3 
9.3 9.0 2.6 8.3 
[33 ee) i. F3 


Source: Estimates by Task Force. 
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significant production bottlenecks as the adjustment 
process takes place. Such bottlenecks and wage pres- 
sures, and the associated costs to the economy in terms 
of higher inflation and forgone production, can be 
reduced to the extent that public policy can facilitate the 
introduction of women into a more diverse set of occupa- 
tions and industries before imbalances occur, an issue to 
which we return in Chapter Six. 


The Regional Pattern of 
Employment Growth 


Employment and economic conditions have varied sub- 
stantially across regions and provinces in the past and 
prospects of future growth, in particular the strong 
expected growth in the energy sector, suggest that the 
pattern will continue to vary and to change appreciably 
across provinces. 


Chapter Two has examined the historical patterns of 
employment, labour force and unemployment changes in 
the various provinces and discussed the role of each of 
these, including the role of internal migration, in the 
adjustment process. It was noted that while movements 
in the unemployment rate reflected movements in the 
demand for labour in some provinces, notably in the 
West, there were important instances, particularly in the 
Atlantic region, where this was not the case. 


In the Atlantic provinces movements in the unemploy- 
ment rate were dominated by labour supply develop- 
ments primarily related to participation rate behavior 
but also, in important degree, to changes in the pattern 
of internal migration. It is evident that labour market 
adjustment processes are extremely complex, that they 
appear to differ in different parts of the country and are 
difficult to predict. 


Given the diversity of labour market conditions across 
the country and the general expectation that the geo- 
graphical pattern of industrial activity will continue to 
shift in the future, it is critical in assessing the extent of 
adjustment that seems likely to be required in labour 
markets that we attempt to assess the nature of prospec- 
tive developments in different regions. Since our macro- 
economic projections do not contain a disaggregation of 
economic activity and employment by regions, we had to 
find some way of incorporating judgmental regional 
projections in order to assess the implications of our 
scenarios for the nature of regional labour market 
adjustments which appear to be required in the 1980s. 


Just as uncertainty about the national outlook led us 
to examine a number of scenarios, uncertainty about the 
regional distribution of economic activity led us to 
examine the implications for interregional adjustment of 
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two alternative regional scenarios. One set of projections 
was prepared by CEIC regional economists. The other 
assumes stronger employment growth in the West and in 
the Atlantic region than in the CEIC projection. 


In assessing the labour market implications of the 
regional projections, several alternative means of anal- 
ysis are conceivable. One possibility is to attempt to 
assess the extent to which each of the channels of 
adjustment to interregional imbalances might contribute 
to alleviating them. Strong excess demand for labour in 
one region relative to another will induce adjustment 
through a number of channels: 


e reduction in the regional unemployment rate rela- 
tive to the national average; 


¢ an increase in the regional labour force participa- 
tion rate in response to increased employment 
opportunities; 


¢ increased migration to the rapidly growing region 
from other parts of Canada; and/or 


¢ an increased tendency for immigrants to Canada to 
settle in the more rapidly growing region. 


The lower the response of these labour supply chan- 
nels to increased demand, the greater will be the tenden- 
cy for wages to rise in the strong growth region and the 
greater the extent to which labour market balance will 
ultimately be achieved by choking off incipient demand. 
Conversely, conditions of weak demand can be accom- 
modated through changes in these variables in the oppo- 
site direction. 


Typically, adjustments to changing regional condi- 
tions are effected simultaneously through some or all of 
these channels. In general, each can be expected to 
contribute but there are limits to the extent to which 
each can be used. 


e There is some irreducible level of unemployment 
associated with “frictional” joblessness as new 
entrants to the labour force and job-leavers search 
for jobs. 


e The potential for increase in the participation rate 
becomes smaller as the level of participation rises, 
because there will always be some potential partici- 
pants who prefer to remain outside the labour 
market. 


Given the evident difficulty of assessing the extent to 
which each of the channels would bear the burden of 
adjustment, we opted instead to gauge the total amount 
of interregional labour adjustment implied by our 
regional employment projections. Although the adjust- 
ment will be spread among a number of channels, we 
constructed our “index of implied interregional labour 


adjustment” by assuming that the regional structure of 
unemployment and participation rates across the coun- 
try and the pattern of settlement of immigrants from 
abroad would remain as they were in 1979. Consequent- 
ly, changes in the pattern of employment, for which we 
had the projections noted above, are entirely reflected in 
changes in the pattern of internal migration. Thus the 
projected pattern of internal migration can be viewed as 
an index of the extent to which labour market adjust- 
ment within and between provinces is implied by our 
projections. It does not provide a prediction of how 
much internal migration is likely to occur. Some of the 
adjustment will take place through other channels, noted 
above. 


The projections of employment growth by province 
corresponding to Alternatives A and B (which incorpo- 
rate the CEIC regional distribution) and the alternative 
regional scenario (Alternative C) are shown in Table 
4-12. Substantial differences are evident in the two 
projections. In particular, the CEIC projection indicates 
less employment growth in the East and the West and 
more new job opportunities in the central provinces than 
does the alternative distribution. Thus the projections 
represent a range of views as to regional developments 
underlying national projections for the years to 1985. 


The implications of these projections for the amount 
of interregional adjustment represented by the pattern 
of internal migration, holding the structure of unem- 
ployment and of participation rates constant and assum- 
ing that the pattern of settlement of internal migrants is 
the same as in the recent past, is shown in Table 4-13. 
Two points should be noted. 


Table 4-12 


e The numbers refer to all migrants, including chil- 
dren and retired people as well as labour force 
participants. 


e The numbers show net migration to or from a given 
province. As noted in Chapter Two, much larger 
flows of people in and out of each province underlie 
these net flows. 


The pattern of internal migration, which represents 
the interprovincial labour market adjustment implied by 
our provincial employment projections, is shown in the 
bottom half of Table 4-13; historical data are also 
included for comparative purposes to indicate the extent 
to which past adjustments have occurred through 
migration. 


The results suggest a number of observations. 


e The projected migration pattern is influenced much 
more by the assumptions made about the regional 
distribution of employment growth than by those 
made about the national economic outlook. 


e Alternative C implies continued very tight labour 
markets in Alberta, reflected here in a continued 
and significant increase in net migration to that 
province, considerably greater than that implied in 
the CEIC scenarios. In Alberta the unemployment 
rate is already very low and the participation rate 
very high, so that if the projected employment 
growth is to occur, much of the adjustment will 
have to take place through increased employment 
of the rapidly increasing Native population, 
through an increase in internal migration, or 
through a changing pattern of settlement of 


Employment Growth by Provinces (average annual per cent rates of growth) 


1973-79 1980-85 
Alternative 
CEIC Regional Projection Regional Projection 

A B CG 
Newfoundland 3h Ih) eal 4.0 
Prince Edward Island 3.9 1.4 1.0 a). 
Nova Scotia 2.8 1.9 Ilei/ 2.6 
New Brunswick 2.8 DD 1.9 1.8 
Quebec 2.4 ba lips) 1.4 
Ontario 3.1 2.0 1.6 lig! 
Manitoba D3 IS 0.9 2A 
Saskatchewan Bl 23 2.0 2.9 
Alberta 5) 4.4 4.1 5.1 
British Columbia 3.9 Des Dad, 3.1 
Total Bj92 De), 1.9 pe) 


Source: Historical data based on Statistics Canada, Labour Force Survey. Projections developed by Task Force. 
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Table 4-13 
Interprovincial Net Migration of Children and Adults (annual averages, 000) 


NFLD PEI NS NB QUE ONT MAN SASK ALTA BC 

1961-66 -3.0 -0.6 -5.4 -5.1 -4.0 biel 4.7 -8.4 0.4 jes 
1966-71 -3.9 -0.6 -3.3 -3.9 -24.5 30.1 -8.1 -16.3 6.4 23.0 
1971-76 0.4 0.8 74.8) 3.4 -15.5 -7.7 -5.4 -8.2 Fie? 18.5 
1976-77 -1.4 1.0 0.2 2.6 -23.0 -8.0 4.2 6.8 Does ekg | 
1977-78 -2.6 1.0 0.7 1.9 -46.9 10.1 -7.2 2.0 25.8 15.7 
1978-79 -1.9 -0.1 1.4 1.1 -32.1 -8.1 -10.9 Via 30.4 20.1 
1979-80 -1.0 0.4 -1.1 0.6 -31.3 -19.6 -15.9 -0.4 30.9 39.4 
1980-85 
CEIC Regional 

Projection 

Alternative A -9.5 -0.8 0.1 0.0 -11.3 -18.3 -6.8 3.5 34.9 8.2 

Alternative B-  -8.0 -0.3 0.7 0.8 -6.1 -24.3 -7.7 ayy! 32:3 95 
Alternative 
projection 2.4 0.2 4.5 -2.5 -32.0 ~ -58.1 0.8 8.1 50.9 25.8 


Note: Historical data refer to census year, i.e., year beginning June | of year T and ending May 31 of year T+] 


Source: Historical data based on Statistics Canada, International and Interprovincial Migration in Canada. Projections developed by Task Force. 


migrants from abroad. While continued increases in would tend to rise, net out-migration would 

both international and internal migration to Alber- increase and smaller numbers of international 

ta are likely to be induced by the prospect of high migrants would settle in Ontario, should relatively 
relative wage rates, the income inducement may weak employment growth prevail. 


well be tempered by limits to the province’s capaci- 


ty tombsoubunigrantredectedanimn idly: iste Collectively, these observations suggest the following. 


housing prices and increasing strains on the prov- ¢ Internal migration has played a substantial role in 

ince’s ability to provide social services. alleviating interregional labour market imbalances 
e All projections imply increasing tightness in labour saa gle FI 2 WEEN AGE LO i 

markets in Manitoba and Saskatchewan. Again the , 

strength implied by the alternative scenario is sig- e In Alberta the unemployment rate is already very 

nificantly greater than in that of the CEIC. low and the participation rate very high, so that 


migration (internal and international) and 
increased use of Native people will have to play a 
much larger role in sustaining strong employment 
growth there than in other provinces. 


e In the Atlantic region as a whole, Alternatives A 
and B imply an increase in excess labour supply, 
particularly in Newfoundland and Prince Edward 
Island. The large implied net outflows from New- 


foundland in the former case reflect an assumed rate ¢ It is likely that those provinces for which relatively 

of employment growth in that province which is weak employment growth is projected would adjust 
much lower relative to the national average than has only partially through an increase in out-migration 

occurred since 1973. The increasing probability and that some increase in their unemployment rates 
that offshore oil discoveries will be developed sug- would occur. 

gests that labour markets in the Atlantic region y 


Increased out-migration from the Atlantic region is 


may be significantly tighter than implied by projec- unlikely in view of the improving prospects there. 


tions A and B. 


° Our projections suggest a tendency for labour These conclusions, in turn, suggest that labour market 
market conditions in Ontario to be slacker in the policy will need to be increasingly oriented towards 
next few years than they have recently been. This is easing the interregional adjustment process. 
particularly the case in alternative C. It is unlikely ¢ The instruments of immigration policy might be 
that such increased labour market slackness would used to the extent possible to increase the flow of 
be reflected entirely in increased out-migration. It independent immigrants from abroad to the western 
is more likely that the Ontario unemployment rate provinces. This issue is discussed in Chapter Ten. 


e Measures might be considered to increase the 
extent to which temporary interregional mobility is 
used, particularly to supply workers to temporary 
construction jobs. This issue is discussed in Chapter 
Eleven. 


e On the demand side, the scheduling of very large 
construction projects will need to take account of 
the inherent limits to regional labour supplies. 


Occupational Imbalances 


Much of the recent interest and concern about current 
and prospective labour market conditions relates to the 
possibility of strong excess demand in a number of 
occupations, particularly those in the higher skilled 
manufacturing trades and among engineers. Although 
this concern is usually expressed in terms of broad 
groups of occupations, reference is frequently made to a 
relatively small number of critical trades in which a 
shortage of qualified people, though small in number 
relative to total employment, can cause severe bottle- 
necks in the production process. 


The macroeconomic analysis conducted in this paper 
does not permit us to examine in detail conditions in 
particular occupations. It does, however, enable us to 
assess, for broad groups of occupations requiring sub- 
stantial formal training, whether the relationships be- 
tween available indicators of supply and demand indi- 
cate the development of a tighter or looser labour 
market in the future relative to the recent past. Occupa- 
tions requiring little or no training are of minimal 
interest from a labour market policy point of view 
because, barring problems of geographical mobility, 
occupational mobility is high and the labour market can 
adjust quickly. 


To assess the dimensions of prospective imbalances in 
occupations requiring training, the following kinds of 
data would be required: 


e the number of new jobs to be created in the 
occupation; 


e the number of jobs expected to become available as 
current employees leave the labour force; 


e the number of new entrants expected to enter the 
occupation from the formal training system; 


e the number of people expected to enter the occupa- 
tional labour force from abroad (i.e., gross immi- 
gration in the occupation); 


e the number of people entering the occupation from 
informal training processes (such as industrial 
training in non-regulated trades); 


¢ the number of people expected to leave the occupa- 
tion through emigration; and 


e transfers of workers to the occupation in question 
from related occupational categories. 


In the case of demand for and supply of workers to 
particular occupations, our information is incomplete for 
both past and future periods. With respect to the num- 
bers of people employed in particular occupations in 
recent years, we are forced to estimate the occupational 
distribution of employment within industries on the 
basis of information collected in the early 1970s. On the 
supply side we have very little information on the 
amount of emigration by occupation and we have none 
on the extent to which inter-occupational mobility has 
occurred. 


As a consequence, there is likely to be a substantial 
amount of measurement error in the historical data. Our 
estimates of prospective future imbalances (i.e., of the 
order of magnitude of labour market adjustment 
required in particular groups of occupations) over the 
period to 1985 are adjusted to take account of our 
estimates of the measurement errors stemming from 
inadequate and incomplete data. These estimates, given 
the measurement difficulties, can only be used as crude 
indicators of directions of change in labour market 
conditions. In effect, they assume that the amount of 
informal industrial training will be similar in the future 
to that which existed in the past, that the level of 
emigration will remain constant, and that the degree of 
occupational mobility between groups of trades will not 
change over time. 


Given all these caveats, the estimated imbalances can 
be regarded—where demand exceeds supply—as esti- 
mates of the immigration requirements to 1985. This is 
so because for most of the occupations analyzed here, 
the training period is about four years. Most new 
entrants to highly skilled occupations from the domestic 
training and education system are already in training 
and taken account of in our estimates of supplies of new 
entrants. Thus, given the length of the training periods 
for the occupations which we consider, there is no way 
for domestic supplies to adjust over a time horizon equal 
in length to the training period to alleviate the imbal- 
ances other than through increased occupational 
mobility. 


Given the time and resources available, we have not 
been able to conduct a thorough analysis of all occupa- 
tional groups requiring significant amounts of training. 
We do not claim, therefore, to have conducted a com- 
plete analysis of the occupational imbalance issue. This 
would require compilation and analysis of much more 
qualitative and quantitative information than we have 
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done. This analysis, and that of our industry studies, 
covers a few areas of key concern and illustrates what 
should be done on a broader and continuing basis. 


The analysis, using available macro data, is confined 
to: 


e the highly skilled manufacturing and construction 
trades for which training takes place largely 
through the apprenticeship system; and 


e the highly qualified occupations (i.e., occupations 
which generally require a university degree) taken 
together as a single group. 


The results of our estimates for manufacturing and 
construction trades of our three projections (from Table 
4-4) are shown in Table 4-14. All projections imply 
increased tightness in labour markets for highly skilled 
manufacturing trades, and to a smaller extent for 
mechanics and repairmen, during the period to 1985. 


For the construction trades Alternative C projects 
higher growth in construction employment than the 
scenarios A and B and, as a consequence, also suggests 
considerably greater tightness in these markets. The 


Table 4-14 


construction labour market is particularly difficult to 
assess at the aggregate level because it is likely to 
undergo a significant shift in the mix of activity towards 
non-residential construction in the 1980s with a conse- 
quent shift in the mix of skills required. Considerable 
difficulty may be experienced in adjusting to the chang- 
ing mix of labour requirements. 


We have confined our analysis to the period through 
1985 because our estimates of new entrants are con- 
structed from data showing the number of people 
already in the training pipeline, which has a maximum 
length of about four years. Our demand projections 
suggest, however, that the manufacturing and construc- 
tion industries are likely to exhibit relatively strong 
growth through 1990, so that continued increases are 
likely to be required in the amount of training devoted 
to these occupations. 


It is noteworthy that our analysis suggests a signifi- 
cant tightening in some critical labour markets in a 
period when economic growth is expected to be moder- 
ate and unemployment relatively high. If, as some have 
suggested, the late 1980s are characterized by even 


Supply and Demand Imbalances in Higher Skill Trades (annual averages, 000) 


Sources of new supplies! 


Immi- 
Domestic gration 
Manufacturing trades 
1975-79 4.9 4.4 
1980-85 6.1 — 
Construction trades 
1975-79 9.4 2.9 
1980-85 11.0 _ 
Mechanics and repairmen 
1975-79 5.6 213 
1980-85 6.2 _— 
Total higher skill trades 
1975-79 19.8 9.6 
1980-85 2333 — 


Apparent Adjusted 

Total Job openings? imbalances imbalances} 
9.3 14.5 —5.2 0.0 
6.1 Alternative A — 19.6 =) -8.3 
B-17°6 hie “675 
C= N32 =| 72 | -6.9 
12.3 19.3 —7.0 0.0 
11.0 Alternative A — 20.8 -9.8 -2.8 
B 1922 = {| 
Ce 233 eS -§5.3 
7.9 11.6 a8 0.0 
6.2 Alternative A — 12.9 647; -3.0 
Be 11.7 =595 -1.8 
Cei34 aif 385 
29.4 45.3 ~15.9 0.0 
23.3 Alternative A — 53.3 -30.0 Aa 
B - 48.6 eS -9.4 
C — 54.9 =31°6 =~[5t7 


'New supplies from domestic sources (i.e., apprentices, journeyman certificates) and immigration (including employment visas). 


Includes net increase and replacement demand. 


3Assuming that changes in employment were equal to changes in supply over the 1974-79 period. 
Source: CEIC, Supply-Demand Imbalances in Higher-Skill Trades, June 1980. Estimates made by the Task Force using COFOR model and different 


macro scenarios. 
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stronger growth in investment, conditions in the markets 
for many of the trades would be very tight indeed. 


The implication of our analysis for immigration policy 
is straightforward. Assuming a sustained economic 
recovery in the United States and Canada beginning in 
1982 and barring a substantial increase in inter-occupa- 
tional mobility — on which, as noted above, we have no 
evidence — a significant increase in immigration among 
skilled tradespeople is likely to be required on average 
over the next three or four years if severe tightness in 
those labour markets and associated production bottle- 
necks in manufacturing and construction industries are 
to be avoided. 


With respect to labour market conditions among the 
whole group of occupations which require university 
education (Table 4-15), we find that labour markets are 
likely to be characterized by increased excess supply in 
the early 1980s as the number of people coming through 
the university system greatly exceeds the overall demand 
for highly qualified manpower. This reflects in consider- 
able measure the slowdown in relative employment 
growth of highly qualified occupations in the health and 
education groups, as a consequence of slowing popula- 
tion growth. 


Within the highly qualified groups as a whole, how- 
ever, it is probable that particular occupational groups 


Table 4-15 


Supply and Demand Estimates of Highly Qualified 
Manpower (annual averages, 000) 


1972-79 1980-85 


Sources of supply! 
Labour force entrants 
from the education 
system with university 
degree? 55.4 62.9 


Immigrants in managerial 
professional and technical 


occupations 20.5 a 
Total 7159. 62.9 
A B Cc 
Job openings} 77.6 56.7 51.0 59.2 
Apparent imbalances -1.7 On) ta 1t9 2643.7 
Adjusted imbalances‘ 0.0 ade oat 3S: Om eats 


‘Number of potential labour force entrants representing the annual 
supply of new entrants available to the labour force. 

2Includes completed Bachelor’s, Master’s and Ph.D.s. 

3Includes net increase and replacement demand. 

4Assuming that changes in employment were equal to changes in 
supply in the 1972-79 period. 

Source: Zsigmond, et al. Out of School—Into the Labour Force. 


Statistics Canada, 1978, p. 70. Estimates made by Task Force 
using COFOR model and different macro scenarios, 


will be characterized by substantial excess demand. The 
principal group in which conditions of excess demand 
are generally expected to persist is engineers. We have 
reviewed a number of studies assessing prospective con- 
ditions in engineering occupations. The consensus is 
that, in general, the market is expected to remain very 
tight, particularly later in the decade when the engineer- 
ing manpower required by energy investment projects in 
western Canada is expected to increase substantially. 


All of the foregoing assessments of occupational 
imbalances have been conducted at a national level. 
Given the substantial variability in employment growth 
projected across regions, however, the extent and direc- 
tion of imbalances can be expected to vary significantly 
from one province to another. In general, one would 
expect the probability of excess demand to be stronger 
in the West and East than in the central provinces if one 
accepts the regional scenario represented by Alternative 
C in Table 4-13. We have not had time to conduct a 
comprehensive regional analysis of prospective occupa- 
tional imbalances (indeed regional analysis is complicat- 
ed by the fact that internal migration is a source of 
supply available to individual regions where it is not for 
the country as a whole), but Table 4-16 illustrates the 
result of such an analysis with respect to highly qualified 
manpower for the four western provinces taken together, 
assuming no internal migration. We find that in those 


Table 4-16 


Supply and Demand Estimates for Highly Qualified 
Occupations, Western Canada (annual averages, 000) 


1976-78 1979-85 

Sources of supply! 

Labour force entrants 

from the education 

systems2 14.8 14.5 

Immigration in highly 

qualified occupations 3:0 — 
Total 17.8 14.5 

A B C 

Job openings} 22.9 22.8 21.4 26.4 
Apparent imbalances -5.1 -8.3 -6.9 -11.9 
Adjusted imbalances4 0.0 -3.2 -18 -68 


‘Number of potential labour force entrants representing the annual 
supply of new entrants available to the labour force. 

2Includes completed Bachelor’s, Master’s and Ph.D.s. 

3Includes net increase and replacement demand. 

4Assuming that changes in employment were equal to changes in 
supply in the 1976-78 period. 


Source: CEIC, Potential Labour Market Imbalances in Key Groups 
of Occupations in Western Canada, 1981. Estimates by Task 
Force using structure of COFOR model and different macro 
scenarios. 
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provinces, markets for highly qualified manpower are 
likely to exhibit increased tightness in the 1980s, con- 
trary to the result obtained for the country as a whole, 
which indicates, as reported above, an increasing excess 
supply of university graduates. 


This conclusion is, of course, simply another way of 
looking at the implications of regional developments for 
internal migration and suggests that to avoid significant 
strains in regional labour markets, such migration will 
have to be comprised of substantial numbers of skilled 
workers. 


Our crude and limited analysis of a small number of 
broadly defined occupational groups suggests that 
labour market conditions are likely to vary significantly 
from one occupational group to another in the 1980s. If 
our projection of a fairly rapid economic recovery begin- 
ning in 1982 is validated, labour market conditions in 
the highly skilled manufacturing and construction trades 
seem likely to be tighter than they have been in recent 
years. 


Conversely, it seems unlikely that the number of 
openings in jobs requiring a university degree will be 
sufficient to absorb all new graduates. Within this broad 
grouping, however, conditions will vary substantially 
from one occupation to another. Very strong demand is 
likely to exist for engineers, for example, while demand 
for graduates wishing to enter teaching occupations will 
be very weak. 


The existence of an increasing “excess supply” of 
university graduates does not imply a corresponding 
increase in unemployment among new entrants. 
Although some increase in unemployment cannot be 
ruled out, it is probable that university graduates will 
continue to get relatively more jobs than less-educated 
entrants to the labour force. There will, however, likely 
be a tendency for increasing numbers of graduates to 
take jobs which do not require a degree. That is, there 
will tend to be an increasing amount of “underemploy- 
ment” among some categories of university graduates, a 
phenomenon which already appears to exist to a large 
degree among graduates in some disciplines—humanities 
and social science, for example (Statistics Canada, 
March 1981). 


Given the relatively long training periods required for 
highly skilled occupations, the major mechanism avail- 
able for alleviating excess demand in the short run is 
increased immigration. In the longer run, market pro- 
cesses will generate increased supplies as the perception 
of abundant job opportunities attracts new labour force 
entrants to train for these occupations. Conversely, low 
demand will reduce training and eventually reduce 
supply for low-demand occupations. Because of the long 
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training times involved, there is considerable risk that 
the increased numbers of graduates to occupations cur- 
rently in excess demand will exceed the number of job 
openings available at the time of their graduation. Con- 
versely, in occupations where demand is weak the 
number of new graduates can eventually decline to the 
point where a state of excess demand results. As a 
consequence market conditions in highly skilled occupa- 
tions tend to oscillate between excess supply and excess 
demand. 


Public policy can play an important role in reducing 
such cycles by improving the state of labour market 
intelligence and of information for new entrants. Simi- 
larly, labour market policies need to be geared to 
improving the incentives for training institutions to 
adapt rapidly to changing market conditions. These 
issues are discussed in Chapters Five and Nine, 
respectively. 


Conclusions 


The most fundamental conclusions arising from the 
analysis of this chapter are also those which we can 
draw with considerable confidence. They relate to the 
following prospects. 


e The labour force will be growing more slowly in the 
future than in the past. 


e The composition of the labour force will change 
dramatically as women and, in the West, Native 
people form an increasingly large proportion of the 
work force. 


The general implications for labour market policies are 
clear. 


¢ Policies will have to be directed much more than 
they have been to improving occupational and 
industrial mobility of workers, to improving mech- 
anisms for retraining and ensuring that, to the 
extent possible, workers in different occupations 
possess a set of skills common to a number of 
occupations and industries. 


¢ Policies will have to be directed more to integrating 
women and Native people into a broader range of 
industries and occupations, a process that is partly 
related to the operation of the training and educa- 
tion systems, partly to the dissemination of infor- 
mation, and partly to revisions of obsolete hiring 
practices and internal promotion procedures of 
employers. 


The data show that the occupational and industrial 
structure of employment among men and women is 
adjusting and that continued change at the pace at 
which it has recently been occurring would avoid more 


severe imbalances until the mid-1980s. Beyond 1985, 
however, our projections suggest increasing imbalances 
unless more rapid adjustment occurs. More detailed 
analysis would be required to determine whether con- 
tinued adjustment is likely to occur in the absence of 
measures to improve access of women to the full range 
of occupations. It is by no means clear that public 
policies and private practices are doing all they can to 
facilitate the process, a point which is developed in 
Chapter Six. 


On the occupational dimension our analysis indicates 
that, even with economic growth occurring at a moder- 
ate pace, significant excess demands are likely in the 
manufacturing and construction trades, and among 
some highly qualified occupations, particularly in engi- 
neering. This suggests that fundamental improvements 


are required in training processes so that shortages can 
be alleviated by domestic means in the medium and 
longer run. In the short run, over the next three years, 
some increase in immigration of workers with skills in 
excess demand will be required. 


Continuing shifts in the regional structure of econom- 
ic activity are likely to require, as they have in the past, 
substantial flows of workers from slower growing to 
faster growing provinces. Improved mechanisms seem 
likely to be required to facilitate the inter-regional 
adjustment process. 


Succeeding chapters deal with many of these issues 
and suggest ways in which existing policies might be 
reoriented to facilitate adaptation of the work force to 
the changing needs of the economy. 


The macroeconomic projections on which much of the analysis of 
this chapter is based were prepared for the Task Force by Informetrica 
Lid. 
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Chapter Five 


Providing Labour Market Information 
and Employment Services 


In addition to establishing and maintaining the basic 
legal framework of the labour market, government acts 
in two basic ways to facilitate the efficient operation of 
that market. It intervenes to ensure that employers, 
workers, and prospective workers have sufficient infor- 
mation on which to base employment and training deci- 
sions. It also intervenes in the market adjustment pro- 
cess through the provision of direct adjustment 
assistance to employers to maintain and create employ- 
ment and to workers to facilitate retraining and 
relocation. 


The network of Canada Employment Centres (CECs) 
is the focal point for providing placement and employ- 
ment services and delivering the broad array of labour 
market programs administered by the CEIC. The CECs 
receive job orders from employers, maintain a registry of 
job-ready workers seeking employment, and attempt to 
match workers with available jobs. They also engage in 
employment counselling of individuals and refer people 
to remedial programs such as training, job creation and 
mobility. This chapter focuses on the role of the govern- 
ment, through the CECs, in providing placement ser- 
vices, employment counselling, labour market informa- 
tion and intelligence, and makes a number of sugges- 
tions as to how these services can be more effectively 
provided. It does not consider in detail the broader 
question of how these functions should be combined with 
the program delivery function so that the range of 
services provided by CECs can be most effectively deliv- 
ered. Indeed, given the diversity of labour market condi- 
tions across the country, there is probably no single 
answer to this question. It is more likely that priorities 
and the appropriate mix of activities will vary from one 
area to another. How this appropriate mix of activities 
should be determined and implemented is an issue which 
is beyond our terms of reference. It is critical, however, 
that it be part of the process of policy implementation. 


This chapter begins with a short analysis of the 
historic role of the federal government in providing 
information services to promote the efficient functioning 
of the labour market. The next section examines the 


process of search, followed by an assessment of the role 
of the Canada Employment Centres in providing place- 
ment and labour market information services in light of 
the needs of the 1980s. The final two sections examine 
the role of counselling and the role of labour market 
intelligence. 


Historic Role of the Employment Service 
1918-1965 


Canadian governments have been active in the provision 
of employment information and services for over 60 
years. Under the authority of the Employment Offices 
Coordination Act of 1918, a federal-provincial employ- 
ment service provided labour exchange facilities across 
the country. This service, later designated the Employ- 
ment Service of Canada, constituted a chain of employ- 
ment offices stretching across Canada, administered by 
the provincial governments but coordinated by the fed- 
eral government. The Act provided for federal subsidies 
amounting to $150,000 annually to those provinces oper- 
ating employment offices, distributed equitably with the 
maximum allowance for any province being not more 
than half of its total expenditures. The provincial 
employment offices had to endeavour to place men and 
women in all trades and occupations, with no charge to 
either employers or employees. 


Federal payments to the provinces were contingent 
upon certain requirements for purposes of uniformity 
and coordination. Throughout the 1930s, uniform agree- 
ments were concluded with all provinces except Prince 
Edward Island. In addition to paying subsidies and 
encouraging the establishment of provincial employment 
offices, the federal government through the Department 
of Labour maintained clearance facilities, established a 
system of inspection, collected and published informa- 
tion on employment conditions, inaugurated a uniform 
statistical reporting system, supplied all forms and pro- 
moted uniformity of operation. 


The federal role was expanded substantially by the 
Unemployment Insurance Act of 1940, which estab- 
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lished the Unemployment Insurance Commission to 
organize and maintain an employment service for 
Canada. During 1941, the UIC took over complete 
control of public placement activities of the provincial 
services. It continued to operate the employment service 
until 1964. 


The policy adopted in 1941 stated that the employ- 
ment service would: 


e endeavour to refer to suitable employment any 
employable resident of Canada, male or female, of 
whatever occupation or calling, and to secure suit- 
able applicants to fill any vacancy notified by an 
employer, referring the most competent applicant 
without discrimination on the basis of race, religion 
or political affiliation, whether or not the applicant 
was previously engaged in insurable employment; 


¢ in a general way assist wherever and however possi- 
ble in alleviating or suggesting means for alleviating 
an unemployment situation; 


¢ charge no fees for service; 


¢ attempt to induce unemployed persons to move 
from their present place of residence to points 
where their services were necessary, taking care to 
avoid encouragement of the movement of workers 
into any district where unemployed persons were 
already seeking employment of the type involved; 


¢ without restricting the generality of the service to 
be provided to employees of whatever occupation, 
and without prejudice to the employment rights of 
other persons, give special attention to the place- 
ment of veterans, young persons, competent appli- 
cants who suffer from physical handicaps, profes- 
sionally and technically trained applicants, young 
persons wishing to undertake apprenticeship or 
training courses, middle-aged workers desirous of 
entering on training courses, and other similar spe- 
cial categories of applicants. 


A National Employment Committee,comprised of 
leaders of industry and labour was appointed for the 
purpose of advising and assisting the Commission in 
carrying out the purposes of the employment service. 


Primary emphasis was placed on the provision of 
information about jobs and available labour to workers 
and employers, and on the matching of workers to jobs. 
During World War II, the service played a key role in 
the allocation of workers to priority employment and in 
the administration of the Selective Service regulations. 
During the peak year 1943-44, the service placed over 
1.8 million workers in regular employment. After war- 
time labour regulations ended, placement activity fell 
dramatically to about 600,000 workers per year in the 
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late 1940s. During the next 15 years, the service placed 
between 700,000 and one million workers per year in 
regular employment, with peak activity occurring during 
the periods of strong economic expansion from 1955 to 
1957 and from 1961 to 1964. 


From 1945 to 1960 the service played a much more 
active information and placement role than it does 
today. For example, in 1960 — a cyclical trough during 
which the unemployment rate was 7.1 per cent — the 
service listed approximately 1.1 million vacancies and 
placed 0.7 million workers in regular employment. From 
1960 to 1980 the labour force almost doubled. Yet 
during 1980 — also a cyclical trough with a similar 
unemployment rate of 7.3 per cent — the service listed 
about the same number of vacancies and placed about 
the same number of workers in regular employment. 
Emphasis had clearly shifted away from the information 
and placement role. Figures 5-1 and 5-2 summarize 
placement activity. 


Prior to 1965 the service was very active in facilitating 
interprovincial exchange of workers. In the late 1940s 
the service placed over 20,000 workers per year outside 
their province of residence, despite the primitive classifi- 
cation and registration system then in use. In addition, 
the service had overseas offices to facilitate the interna- 
tional movement of workers. The service was also very 
active in professional placement, placing over 5,000 
professionals per year during the 1950s. 


In 1946 the Analysis and Development Division was 
created to develop better employment work aids and to 
provide improved information and analysis about labour 
market conditions. This current information activity 
increased markedly during the 1950s as the Commission 
became more involved in supplying good local and na- 
tional employment market information to workers, 
employers and other agencies of government. 


Despite the emphasis on information and regular 
placement activities, from 1943 on the service was very 
active in assisting disadvantaged workers to find jobs. 
From its inception, the special placements division 
placed great stress on assisting the physically disabled, 
and throughout the late 1940s and 1950s it placed about 
15,000 disabled workers in jobs each year. Considerable 
emphasis was also given to the placement of women. In 
the mid-1950s, when women constituted only 20 per 
cent of the labour force, 35 per cent of all placements 
were women. (In contrast, in 1980 women made up 40 
per cent of the labour force and 40 per cent of place- 
ments.) While the Women’s Division continued to play 
an active role in assisting women with employment 
problems after 1946, the main emphasis was placed on 
the recruitment and placement function. 


Figure 5-2 
Vacancies and Placements of the Employment Services as 
a Per Cent of Labour Force, 1950-1980 


Figure 5-1 
Vacancies and Placements of the Employment Services, 
1950-1980 (in thousands) 
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Source: Annual reports of CEIC from 1967 to 1980 and of the 
Unemployment Insurance Commission prior to 1967. 


Training and counselling activities played a relatively 
minor role in the work of the employment service before 
1960. During the 1950s, less than 2,000 workers per 
year were referred to training (compared to over 300,- 
000 in 1980) and counselling activity was largely con- 
fined to the promotion of career planning for youth. 
With the signing of agreements with the provinces under 
the authority of the Technical and Vocational Training 
Act of 1960, the role of the employment service in 
referring people to training began to increase dramati- 
cally. The number referred to training grew from 8,000 
in 1960 to 43,000 in 1964. In that year, following the 
recommendations of the Gill Committee, the Minister of 
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Unemployment Insurance Commission prior to 1967. 


Labour announced the intention of the government to 
transfer the employment service to the Department of 
Labour. On April 1, 1965 the National Employment 
Service was officially transferred to the Department of 
Labour and began to operate independently of the UIC. 


In sum, during this first period of integration of the 
UIC and the employment service from 1941 to 1964, the 
prime emphasis of the employment service was on infor- 
mation, referral and placement. The service was able to 
match jobs to workers and workers to jobs with a 
reasonable degree of efficiency and played a major role 
in facilitating interindustry and interprovincial adjust- 
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ment by providing workers and employers with informa- 
tion on employment developments and reasonably effec- 
tive “listing and brokerage” facilities. Considerable 
success was also achieved in the placement of the 
disabled. 


1966-1980 


With the formation of the Department of Manpower 
and Immigration in 1966, the emphasis shifted from 
information and placement to training, counselling and 
job creation. In 1966 almost 300,000 adults were 
referred to training sponsored under the Technical and 
Vocational Training Act. The number trained under the 
Canada Manpower Training Program, the successor to 
the TVTA, reached 350,000 by 1970 and remained at 
about this level throughout most of the 1970s. 


This shift in emphasis resulted in a decline in the 
importance of the employment service as‘a “labour 
exchange.” While the number of registrants seeking jobs 
rose from about 2.5 million in the mid-1960s to 4.5 
million by 1980, the volume of placement activity 
declined markedly relative to the size of the labour 
force. For example, at the peaks of the business cycles in 
1956 and 1974, the employment service placed just over 
one million persons in jobs. In 1956 this represented 
about one-sixth of the labour force, while in 1974 it 
represented only slightly more than one-tenth. 


This disappointing trend in placement performance 
mirrors a similar trend in the number of vacancies listed 
with the service by employers. In each of the cyclical 
peak years of 1956, 1966 and 1974, about 1.5 million 
vacancies were listed. In the cyclical trough years of 
1960, 1970 and 1980, vacancies listed were 1.1, 0.9 and 
1.1 million, respectively. As employment almost doubled 
over these two decades, the penetration of the service 
would appear to be only about half as great today as it 
was two decades ago. 


Unfortunately, no consistent data are available on 
trends in the “quality” of placement and information 
services rendered by the employment service. Thus it is 
difficult to determine the causes for the decline in the 
relative volume of placement activity. One possible 
reason could be increased concentration on the hardest- 
to-employ, but the limited available data do not support 
this. Indeed, throughout the 1970s a declining share of 
the counsellors’ time appears to have been given over to 
regular referral and placement activities. Resources 
devoted to placement of the physically disabled actually 
appear to be smaller today than they were 30 years ago. 
Special assistance to women in finding employment has 
increased in the past five years but does not appear to be 
qualitatively different from that given by the Women’s 
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Division in the 1940s and early 1950s. In sum, the Task 
Force could find no evidence that the decline in relative 
importance of the placement activity has been due to 
increased emphasis on assistance to the hardest-to- 
employ. 


There is some evidence to suggest that part of the 
reason for the decline in placement activity since the 
mid-1960s has been the increased attention to other 
programs administered by the Canada Employment 
Centres. The sharp increase in training activities in the 
1960s undoubtedly required counsellors to devote more 
time to enrolling clients in training programs, leaving 
them less time for placement and labour market infor- 
mation activities. The explosion of new programs in the 
1970s without commensurate increases in CEIC staff 
has meant that more counsellors have had to devote 
themselves to program coordination and administration. 
Moreover, during the last two years an increasing 
number of employment service staff have had to be 
reallocated to the processing of UI claims. In addition, 
more staff time has had to be devoted to the mechanical 
process of registering the rising number of workers using 
the employment service. These three factors have con- 
siderably reduced the amount of staff time effectively 
devoted to the provision of information and placement 
services. 


In sum, during the last 15 years the importance of the 
employment service as a labour market broker and 
source of current labour market information has 
declined sharply. It has never played a really significant 
role as a source of labour market intelligence and does 
not do so today. In the rest of the chapter we examine 
the role that the service could play and examine the 
feasibility of reorienting the service to play such a role. 


The Public Employment Service: Information and 
Placement Services 


The government provides extensive information free of 
charge to workers and employers to reduce the length of 
search time and improve the quality of matches between 
jobs and workers. This improved functioning of the 
labour market is desirable to increase employment and 
incomes of workers, to reduce unemployment insurance 
expenditures, and to minimize the amount of output 
forgone due to employers’ inability to find labour. As 
the benefits of reduced UI payments and increased 
output accrue to Canadians generally, it is appropriate 
that to a large extent the cost of this service be borne by 
the public at large. To warrant the current level of 
expenditure, the service must actually reduce search 
time and improve matches, and do so in a cost-effective 
manner. 


How well and how efficiently is the service achieving 
its objectives? An internal evaluation by CEIC and an 
opinion survey by Goldfarb Consultants (1980) provide 
some information to help answer this question. In inter- 
preting the results of the Goldfarb survey, it needs to be 
borne in mind that public reactions to, and satisfaction 
with, CECs are conditioned by their expectations of the 
results. An unemployed worker in a high unemployment 
area who does not succeed in obtaining work through his 
local CEC may express dissatisfaction with the service 
even though his lack of success may relate more to local 
labour market conditions than to an inadequate employ- 
ment service. Similarly, an employer who fails to obtain 
workers in a tight labour market may express his frus- 
tration in terms of dissatisfaction with the CEC. 
Nonetheless, the survey results provide a useful overview 
of public attitudes toward the service and are generally 
consistent with the pattern shown by the evaluation. 


It is important to reiterate that the role of CECs 
varies across the country depending on local labour 
market conditions and problems. The composite picture 
presented here does not and cannot do justice to the 
variety of conditions and roles, but it does point to some 
common problems which need to be rectified. 


Current Performance 


Despite relatively high usage of the employment service, 
Goldfarb reported that over 50 per cent of users found 
that the service did a poor or “only fair” job in helping 
people find work. This finding mirrors closely the CEIC 
administrative data which indicated that over 60 per 
cent of registrants at the Canada Employment Centres 
(CECs) received no job referrals. About 38 per cent of 
registrants said the CEC would be one of the first places 
they would go if they were looking for work. Unem- 
ployed people were somewhat more likely to say this 
than those employed full time. About 59 per cent said 
the CEC would not be one of their top priorities, 
reflecting the negative image people have of the CEC. 
However, this does not mean they would not use the 
CEC at all. On the contrary, 56 per cent say that they 
would consider using the CEC if they were employed 
and thinking of changing jobs. People in Atlantic 
Canada in particular say they would use the CEC under 
those circumstances. Nonetheless the high proportion 
overall (42 per cent) who would not consider using the 
CEC to help find a new job indicates the poor impres- 
sion workers have of the usefulness of CECs. Of these 
workers, 39 per cent said they would rather look alone 
because the CEC is ineffective in finding jobs, 10 per 
cent said they get better results through the newspaper 
or a private agency, and some objected to the pay rates 
and types of jobs offered. 


Of those who actually used a CEC in the last year, 52 
per cent reported that they were not satisfied. They 
stated that the CEC did not find them a job (36 per 
cent), that the staff was not helpful in terms of advice 
(16 per cent), was uninformed (6 per cent) and disinter- 
ested (10 per cent), and that they received generally 
poor counselling service (10 per cent). The greatest 
dissatisfaction clearly was in the area of counselling 
expertise and attentiveness. 


Despite the rather poor image of the service indicated 
by Goldfarb’s survey, the departmental evaluation indi- 
cates that a job searcher who was actually placed by the 
CEC saved three to four weeks of job search. As approx- 
imately 18 per cent of those registered at the CEC were 
actually placed, workers registering at the CEC have 
their search time reduced by an average of about three 
days. Whether a person obtained a job through the CEC 
or by other methods had no impact on his subsequent 
tenure in that job or his wages. The departmental 
evaluation concludes that reduced search time and 
consequent reduction in frictional unemployment were 
the primary benefits of the CEC placement service. 


Although employers generally prefer to use informal 
hiring channels rather than the public employment ser- 
vice even for low-skilled workers, half the employers in 
Canada made use of CECs in 1977. Most did so in order 
to fill immediate vacancies and one in ten indicated that 
they used the service “only as a last resort.’ Of the 
users, 60 per cent reported that their experience with the 
service was favourable and well-screened and that CEC 
personnel were helpful and effective. Thus, those who 
actually used the service found it relatively helpful. 


Overall, Goldfarb found that employers gave the CEC 
relatively good ratings for the way CEC personnel treat- 
ed them and for speed and attentiveness in responding to 
their needs. Those employers who were not happy with 
the service, however, have some doubt as to how well 
prepared the CEC personnel are to cope with their jobs. 
The CEC receives the poorest ratings for screening job 
applicants and for the quality of workers it sends to the 
employers. That is, employers are saying the CEC 
people handle their paperwork well, but it ends there. 
The follow-through results in considerable frustration. 


These opinions of employers coincide with the find- 
ings of the CEIC internal evaluation which reported the 
following. 

e About 86 per cent of employer job orders receive 

one or more referrals. 

e The CEC reacts rapidly in making referrals against 
vacancies notified. Almost half the vacancies 
receiving at least one referral do so on the same day 
they are received by CECs, and 70 per cent within 
the first two days. 
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e Four out of five vacancies are filled and the remain- 
ing one-fifth cancelled, primarily because they have 
been filled by other means. 

e When vacancies are filled, they are filled quickly. 
The average speed is five days, and four of ten 
vacancies are filled on the day they are received. 
The lower the skill requirement, the greater the 
speed. 


Much employer and worker dissatisfaction seems to 
stem from a misunderstanding about what the employ- 
ment service can do. The service can provide general 
information about a wide range of jobs and workers in 
major labour markets on a national basis, but only 
limited information about each job and each worker. 
Expressed differently, the service can provide extensive 
information about the labour market but is severely 
limited in its ability to provide intensive information. 


In spite of the somewhat negative public view of the 
employment service and statistics which point to its 
usefulness at present to only a limited group of people, 
there can be little doubt that the public employment 
service could play a more vital and useful role in the 
search process than it does today. It has the potential to 
provide: 


e more timely information to workers on jobs avail- 
able within their local labour market; 


¢ more information accessible to all searchers, includ- 
ing the one-quarter of searchers who are currently 
employed; 


e better information on jobs available outside the 
local labour market area; 


e information to both workers and employers on the 
current general state of the labour market; and 


e a high quality light sceening of job seekers to 
ensure that suitable candidates are sent to fill 
employer requests. 


At the same time, the service will have to continue to 
be the focal point for the delivery of labour market 
programs, to provide information for the monitoring of 
unemployment insurance claimants, for the establish- 
ment of training programs, and for the establishment of 
criteria for admission of immigrants. 


The multitude of functions performed by the CECs 
with relatively limited resources makes it critical that 
clear priorities be set and operations be streamlined as 
much as possible to improve the impact and effective- 
ness of their services. 


The Task Force has examined the operation of the 
service and concluded that certain changes in the 
method of operation would enable it to play this vital 
role in a much more effective manner. 
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Services for the 1980s 


At the present time, approximately 70 per cent of staff 
time for the 7,000 employees of the employment service 
is devoted to activities related to placement and infor- 
mation services. Of these 5,000 person-years, about one- 
third are consumed in the process of registering workers 
and maintaining the worker registration file. Another 
third is spent in other mechanical activities such as 
maintaining job boards at job information centres, 
taking telephone orders for vacancies, searching files, 
and general administration. The final third is devoted to 
direct contact with employers and job seekers, most time 
being consumed in conducting over two million employ- , 
ment assistance interviews with workers. 


Very little time is allocated to the provision of current 
general labour market information to workers and 
employers, to soliciting job orders. from employers, or to 
high quality light screening interviews with job seekers. 
In order to free staff time for these activities, the 
amount of time devoted to mechanical operations must 
be reduced and the usefulness and accessibility of the 
information collected must be increased. The Task 
Force has identified two significant changes necessary to 
accomplish this goal: rapid extension of the computer- 
based job order system known as the Metropolitan 
Order Processing System (MOPS) to all urban areas; 
and reduction of client and staff time for the registration 
process. 


The MOPS system, which has already been developed 
and tested in Hamilton and Vancouver and has now 
been extended to Toronto, Montreal and Ottawa-Hull, 
provides an efficient means of listing job orders from 
employers and making them accessible to all CEC 
offices in a metropolitan region. It reduces considerably 
the time required to maintain job order files, and, more 
importantly, ensures that an order placed in one CEC 
office is immediately available in all offices in a metro 
region. But to simply extend it to other CEC offices for 
use of Commission staff would be to miss one of the 
major potential advantages of the system. With a small 
amount of further development, employers and job seek- 
ers could begin to access the system directly. If termi- 
nals were placed in the offices of major employers, they 
could enter job orders directly, saving some staff time at 
the CECs and increasing potential usage. TV monitors 
could also replace job boards in the CEC, which are 
costly and time consuming to maintain. Job information 
centres with TV monitors could be established in “‘store- 
front” locations remote from the main CECs, to expand 
access to the system and increase usage by those who 
are currently employed but wish to begin the process of 
job search prior to layoff. Extension of service could be 


further facilitated by providing direct access to the 
system in the evening and on weekends. The potential 
use of the Telidon System should also be explored. 


Experience in Vancouver suggests that with proper 
marketing and promotion this system would make the 
public employment service more attractive to employers 
and increase its penetration. With a greater fraction of 
total vacancies being processed by the service, CEIC 
would be able to obtain a better picture of existing 
demand conditions. This data base could provide a basis 
for more effective monitoring for both immigration and 
unemployment insurance purposes, as well as more com- 
prehensive reports on labour market conditions. 


Extension of the MOPS system to all main cities in 
Canada would allow unemployed workers in one labour 
market to learn of job opportunities elsewhere. At 
present, a National Job Bank is maintained at CEIC 
headquarters in Ottawa for this purpose. This job bank 
normally contains about 5,000 job listings which local 
CECs have been unable to fill from within the local 
labour market. These job listings in the National Job 
Bank can be accessed by all CECs across the country for 
workers willing to move to take a job. While very useful, 
this system is somewhat cumbersome to operate. The 
direct inter-city linkage of CECs through an extension 
of the MOPS system would speed and greatly expand 
this facility so that workers in all metropolitan areas 
would be aware of opportunities across the country. 


Both client and staff time required to handle registra- 
tion forms for workers must be reduced. As less than 40 
per cent of registration files are ever used for employ- 
ment purposes, the devotion of up to 2,000 person-years 
to the registration process and maintenance of the regis- 
tration file does not appear to be a very effective use of 
staff time. Only about 38 per cent of registrants ever 
receive a referral and of these almost half are referred 
when they register at the CEC. Most of the remaining 
registrants who receive referrals are clients who have 
returned to the CEC to check on available jobs, not 
people called by CEC staff because their registration 
has been matched through a file search. The pool of job 
searchers is generally much larger than the number of 
suitable vacancies, so that very few file searches are 
actually required in order to make referrals to employers 
placing job orders. 


It is clear therefore that a much more discriminating 
use of the registration process is necessary and that its 
use should be confined to two sets of circumstances. 


e A file of job seekers should be maintained only in 
occupations and local labour markets characterized 
by some degree of excess demand for labour. 


e A file of target group members seeking work, 
should be maintained in order to effectively imple- 
ment affirmative action policies, as discussed in 
Chapter Six. 


Even in these markets, maintenance of a file of job 
seekers is only useful if the information contained on 
that file is accurate and sufficiently detailed to be useful 
in making job matches. Information on file must relate 
as closely as possible to the skills actually required to 
perform jobs. The current classification of jobs is often 
not very useful for job seekers, as it relates to occupa- 
tions rather than to skills required and job seekers are 
often not informed of available jobs which they could 
perform. For example, a person who operates a certain 
piece of equipment for a construction company and is 
registered as “equipment operator-construction” might 
never be selected for a job using the same piece of 
equipment in a factory because his file does not contain 
the information that he can operate that equipment. If 
the file on job seekers is to be useful in filling many jobs 
which call for specialized skills, information pertaining 
to those skills must be placed on file, and for this an 
appropriate method for listing and coding skills is 
required. No such system is currently available, 
although CEIC staff are currently working on its de- 
velopment. This work must be pressed forward as rapid- 
ly as possible. 


In sum, considerable staff time can be saved through 
the extension of the MOPS computer-based job order 
system to all CECs, through limiting registration of job 
seekers to those whose skills are in high demand or who 
live in areas with excess demand for labour and to 
members of target groups. At the same time, the effec- 
tiveness and efficiency of dissemination of information 
on job openings could be improved through the use of 
TV monitors instead of cards in the job information 
centres and by the establishment of information centres 
outside of full-service CECs. The effectiveness of the 
registration process must also be improved by the de- 
velopment of an improved skill coding system. 


Staff time released through these changes, perhaps 
supplemented by limited additional resources, can be 
directed toward the provision of improved placement 
and information services to both workers and employers. 


To make the service more attractive to employers, it is 
critical that job seekers be more carefully screened to 
ensure that employers receive suitable candidates. To 
achieve this, more time can be devoted to referral inter- 
views and the officers conducting those interviews must 
have a better idea of employer requirements. Knowledge 
of employer requirements can only be improved if offi- 
cers spend more time visiting employers, to gain knowl- 
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edge of job requirements, inform them of CEC services 
and encourage them to use the computerized job order 
facilities directly. 


Improved service to employers will, over time, result 
in an increased flow of job orders, which will speed job 
placement and facilitate the monitoring of local labour 
market conditions for both UI and immigration pur- 
poses. A greater flow of job orders will also give CEC 
staff a fuller picture of local labour market conditions, 
so that they in turn can better inform employers of 
current local wage and working conditions for the type 
of labour being sought. 


The Task Force is convinced — partly on the basis of 
recent experience in Vancouver and partly from inter- 
views with employers — that a large increase in the 
volume of job orders will be forthcoming as a result of 
both improved service to employers and proper market- 
ing of this service. More orders will mean improved 
service for job seekers and a decline in the amount of 
time job seekers spend in unemployment. 


The Public Employment Service: 
Counselling and Consultative Services 


At the present time, less that 20 per cent of CEC staff 
time is devoted to the provision of “intensive informa- 
tion,” which we would define as counselling of workers 
and potential workers and special services to individual 
employers through the Manpower Consultative Service. 
Approximately two-thirds of this time is devoted to the 
selection and referral of over 300,000 candidates for 
institutional and industrial training courses under the 
Canada Manpower Training Program (CMTP) and 
Canada Manpower Industrial Training Program 
(CMITP), and to work related to these training pro- 
grams. This appears to leave less than 7 per cent of staff 
time, about 500 person-years annually, for other inten- 
sive counselling services to workers and employers. Even 
this may be an over-estimate because many counsellors 
are also involved in administration of the large number 
of special programs handled by the CECs. 


Over the last decade the proportion of resources 
devoted to general counselling services has clearly 
declined and the objectives of counselling services have 
become increasingly muddied. One of the most urgent 
needs is for clarification of CEIC objectives for counsel- 
ling services, followed by reorganization and staffing of 
the CECs to provide those services. 


A statement entitled ““Employment Counselling in the 
CEIC” was approved by the Commission on June 17, 
1980 and subsequently published. This statement pro- 
vides a useful summary of the nature of employment 
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counselling, its relationship with labour market pro- 
grams and the elements required in a counselling ser- 
vice. The general statement of policy simply states, 
however, that: 
Clients who require employment counselling in 
order to achieve satisfactory placement shall receive 
it and employment counselling staff shall have the 
necessary competencies to deliver employment 
counselling effectively. 


The policy does not address the central issue of 
priorities — of how the CECs, with limited resources 
and a wide range of functions to perform, can provide 
effective counselling to all clients who require it. It does 
not recognize that the time and effort required for 
effective counselling varies enormously across different 
people and geographical areas. Nor does it broach the 
question of whether some kinds of counselling might 
best be done by other levels of government, educational 
institutions and social agencies, and if so how the ser- 
vices of these agencies might be linked to the placement 
services provided by CECs. In our view these are exam- 
ples of issues which must be addressed if a realistic role 
is to be established for the CEIC and if the joint 
potential of the CECs and other institutions is to be 
realized. 


The Task Force has not had the time or resources to 
conduct a detailed investigation of these issues. We 
have, however, identified some changes which in our 
view would improve service in three basic types of 
intensive counselling currently provided by the CECs: 
vocational counselling; general manpower counselling 
including services for the hard-to-employ; and consulta- 
tive services to facilitate economic adjustment. 


Vocational Counselling 


At the present time, CEC counsellors spend some time 
providing career counselling to youth and to labour force 
re-entrants. This career counselling is based on informa- 
tion provided by the CEIC intelligence system (de- 
scribed later in this chapter), generally available career 
counselling material, and a computer-based career 
orientation system called CHOICES which has been 
developed by CEIC. 


There can be little doubt of the importance of 
improved career information and counselling. Several 
studies (e.g., Stager, 1981) have found that high school 
and post-secondary students derive relatively little 
career information from formal guidance sources. 


The Carnegie Commission, in its 1973 review of 
post-secondary education in the United States, found. 
that inadequate career information was one of the major 
problems to be solved. One of its recommendations was 


that federal agencies take steps to improve the flow of 
current occupational information and make it available 
more promptly. They noted that recommendations by 
federal advisory committees and manpower experts have 
not led to much progress, and stressed the need to 
provide students with the best possible information to 
sensitize them to shifts in occupational demand. 


The Task Force concludes that CEIC has a very 
important role to play in producing occupational infor- 
mation. Indeed, a well functioning labour market infor- 
mation system would uniquely qualify CEIC to provide 
such data. Efforts to produce such material should be 
increased and the range of material should be extended. 
At the same time, increased resources should be devoted 
to dissemination of this material to schools and colleges 
and directly to students and workers through television, 
newspaper inserts, and other publications. 


While CEIC should produce material to assist in 
career counselling and make efforts to ensure wide 
distribution of this material, it is not at all evident that 
CECs should offer intensive career counselling services 
to individuals (with the exception of the hard-to- 
employ). To perform this function well using the 
CHOICES system developed by CEIC would require 
counsellors to spend at least three hours per client. 
Because of the cost and staff requirements of personal 
career counselling, only a limited number of clients 
could be seen. The Task Force thus concludes that direct 
provision of career counselling services should be 
restricted to the hardest-to-employ and to women re- 
entering the labour force, as these groups are unlikely to 
have access to alternative sources. With respect to 
youth, primary responsibility for counselling should be 
borne by the provinces, with the services delivered 
through the education system. The role of the CEIC 
should be to encourage better counselling in the schools 
and colleges and work with the schools and colleges to 
train counsellors and provide information for teachers 
and professional counsellors. In this way CEIC can play 
an effective role in reaching students and young workers 
and can disseminate career information in a cost-effec- 
tive manner. 


Employment Counselling 


The important issue which remains to be considered 
relates to the mechanisms to be used to assist or counsel 
individuals to identify their employment possibilities, 
identify solutions to employment difficulties, and imple- 
ment corrective action leading to integration into the 
labour market. Many new entrants and re-entrants to 
the labour force, disabled workers, workers with obsolete 
skills, and workers interested in changing industry or 
occupation require more from the employment service 
than just information on job prospects. They may 


require assistance in selecting appropriate training 
courses and in developing the job search and personal 
skills which will enable them to find and hold a job. The 
role of CEIC in providing this type of assistance, gener- 
ally called employment counselling, is the subject of this 
section. 


The counselling process is conducted through a wide 
variety of institutions and mechanisms, including educa- 
tional institutions and various social agencies. Many 
workers, re-entrants to the labour market and young 
people who have dropped out of the school system, do 
not have access to the counselling services of the educa- 
tion system and must be served through other means. 
These people form a large proportion of the clientele of 
the CECs. 


Increasing concern has been expressed, both within 
the CEIC and by outside observers, that the counselling 
process is relatively ineffective, that its ineffectiveness 
has had a major negative impact on the success of 
labour market programs, and that it has not adequately 
served the needs of the disadvantaged, particularly of 
women and Native people. For example, Goldfarb 
(1980) found that of those dissatisfied with the service 
at the CECs, almost half indicated dissatisfaction with 
the services and advice provided by personnel. Within 
the CEIC there is concern that too much counselling is 
purely reactive in nature and does not include sufficient 
analysis of individuals’ problems. There is a feeling that 
in trying to do too much with limited resources, the 
CEIC is limiting its effectiveness. In counselling, as in 
other aspects of their activities, there is potential for 
streamlining and improving operations. 


In one important respect, counselling activities could 
probably be more effectively conducted through a spe- 
cialized unit linked to the resources of the CEC and 
closely connected to the community. Members of special 
target groups have frequently argued that their needs 
are not adequately met through the use of CECs. It is 
argued, for example, that CEC counsellors overwhelm- 
ingly stream women into traditional occupations and do 
not provide complete information on alternative career 
possibilities and prospects. The CEIC has responded to 
these concerns by placing women’s employment coor- 
dinators in the regions to ensure that national policies on 
women are reflected in regional operations. However, 
the feeling persists that CEC counsellors are not suf- 
ficiently sensitized to the needs and problems of women 
and that streaming into traditionally female occupations 
continues to a considerable extent. 


It is argued that Native people similarly lack access to 
job information and that CECs are not adequately 
organized to use non-traditional mechanisms to convey 
information to them. The Outreach Program was devel- 
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oped to use community-based agencies in providing 
personalized employment-related services to Native 
people and members of other target groups experiencing 
special difficulties. This program has been successful in 
bringing services and information to these groups but is 
separated from the regular services of the CECs and has 
a limited capacity to refer clients to placement or train- 
ing. This sometimes creates a sense of competition be- 
tween Outreach workers and placement officers, and 
adds to the frustration of the client when the excellent 
in-depth counselling provided does not result in employ- 
ment or training. 


To deliver effective services to those who require 
intensive counselling, it would appear that counsellors 
must be prepared to spend a considerable number of 
hours with a client over an extended period of time. 
Such extensive counselling is very expensive. The 
expense and the lack of data on the effectiveness of 
counselling leads the Task Force to conclude that CEIC 
should restrict intensive counselling services to the hard- 
est-to-employ and to special needs groups. For most 
clients the CECs should concentrate on the provision of 
high-quality extensive information and not attempt to 
provide intensive counselling services. 


The question of how to deliver intensive counselling 
services to the hard-to-employ is an extremely difficult 
one. More research and experimentation is required 
before any definitive answer can be given. The Task 
Force recommends that CEIC continue to experiment 
with alternative modes of delivery to ascertain which 
work best in particular circumstances. However, based 
on our observations, we think that more emphasis should 
be placed on special units or satellites able to reach out 
to the communities they serve and linked to the CEIC 
employment service. Such satellites are probably most 
effective in providing the range of services required, 
including specialized pre- and post-employment counsel- 
ling, marketing of clients to employers and directing 
them to appropriate training. Such satellite units would 
complement the program delivery services of CECs by 
providing intensive counselling geared to the needs of 
particular groups and directing clients to appropriate 
employment or training. An adequate level of funding is 
required to establish the linkages and make the service 
more widely available. 


For special target groups and the hard-to-employ in 
general, a broad range of post-employment support ser- 
vices is indicated. Such services involve the provision of 
advice to employers on integrating these groups into 
internal labour markets, as well as ensuring that 
employers have access to assistance with training, work- 
place modification and setting up of other supports when 
required. These needs are discussed in more detail in 
Chapter Six. 
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Finally it is important that officers in these satellites 
develop contacts with employers who are willing to take 
on the hard-to-employ. These may be employers who do 
not normally use CECs to fill regular vacancies but who 
could be persuaded to take on a few “manpower people” 
and give them the extra supervision usually required 
initially. By offering post-employment support services, 
the counselling satellites should be more successful in 
finding willing employers than CECs have been to date. 


Consultative Services 


As part of the ongoing process of industrial change, 
workers and firms must continuously adapt to new 
demand situations. Thus firms must sometimes lay off 
or recruit a large number of workers in a short space of 
time, which can be very disruptive to a local market. 
This disruption can be minimized by advance planning 
and the use of services provided by CEIC. 


When large-scale layoffs are imminent, there are 
several critical issues in achieving a speedy and effective 
process. 


¢ Workers should be given as much advance notice as 
possible. 


¢ Information on job opportunities and prospects in 
related industries, occupations and areas should be 
assembled and distributed as early and effectively 
as possible. 


e Joint examination of adjustment problems, solu- 
tions and appropriate use of labour market pro- 
grams should be made by employers, employees and 
the CEIC. 


Advance notification of layoffs has been a require- 
ment in the Canada Labour Code and the labour legisla- 
tion of many provinces for some time. The CECs are the 
primary sources of information and access to available 
remedial measures and the CEIC’s Manpower Consulta- 
tive Service is available to facilitate employee/employer 
resolutions of adjustment problems and to coordinate 
the application of labour market and industrial assist- 
ance programs where appropriate. 


The Manpower Consultative Service helps employers, 
employees and members of small communities work 
together to solve their problems of industrial adjust- 
ment. The program’s key mechanism is the joint consul- 
tation committee, comprising representatives of workers, 
management and communities, organized and chaired 
by an independent private citizen. MCS officers encour- 
age and facilitate the establishment of these private 
sector committees, serving as their resource personnel 


and providing a link with other labour market services 
and programs. 


The service has proved to be generally effective, but a 
recent assessment of MCS (Dept. of Employment and 
Immigration, May 1980) based on interviews with past 
committee chairmen identified several ways in which the 
operation of committees could be made more effective. 


e Lack of cooperation of other federal agencies, par- 
ticularly those involved in providing assistance to 
industry, was identified as a major barrier to 
effectiveness. 


e Closer integration of MCS and CEC activity and 
more community outreach and on-site program 
delivery by experienced CEC counsellors was con- 
sidered necessary. Although the CECs cooperated 
willingly with requests for assistance, they were 
judged to be more reactive than initiating. 


e The view was expressed that MCS could be more 
widely used than it now is and that awareness of its 
existence could be promoted through more publicity 
among the business and labour communities. 


The imperatives of early warning, program coordina- 
tion, and program flexibility have long been recognized 
in assessing and prescribing processes to deal effectively 
with cases of industrial adjustment. The government has 
recently announced a series of measures to improve the 
timeliness and coordination of its response to situations 
of industrial dislocation which, in addition to a number 
of new and improved programs, include requirements for 
increased advance notice of layoffs in industries under 
federal jurisdiction and a process to coordinate the 
federal response in cases where communities are severe- 
ly affected. 


A good labour market intelligence system is required 
to facilitate early warning. The role of the federal 
government in creating such a system is the concern of 
the next section. 


Labour Market Intelligence 


Labour market intelligence refers to information on the 
current state of the labour market and on changes in the 
structure of labour demand and supply which are likely 
to occur in the medium and long term. Firms require 
such knowledge to make intelligent decisions about 
hiring, manpower planning and strategic planning. 
Workers and students require it for purposes of career 
choice and mobility decisions, and federal and provincial 
governments for purposes of planning, training and 
manpower programs. The Task Force has examined 
existing labour market intelligence systems and finds 


them inadequate to meet these needs. A major restruc- 
turing and expansion of the federal intelligence effort is 
required. 


The labour market intelligence function can be con- 
ceptualized as providing the fundamental underpinning 
for both supply and demand side activities of govern- 
ments and for the information requirements of workers 
and employers, as shown in Figure 5-3 below. 


Figure 5-3 
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In order to meet the needs of governments, employers 
and workers, a labour market intelligence system must 
meet the following criteria. 


¢ It must supplement adequate information on the 
current state of the labour market for placement 
and hiring purposes by providing a medium-term 
outlook for manpower planning, mobility and train- 
ing purposes; and a long-term outlook for strategic 
corporate planning, career decisions, planning and 
training programs and for government activities to 
stimulate demand. 


e The time horizon must be consistent with the needs 
of employers, workers and governments. These 
range from current information on labour market 
conditions for placement and hiring purposes to 
medium to long term information for guiding post- 
secondary schooling and many forms of demand 
intervention. 


e Information should be renewable. The system 
should be set up so that both short-run and long-run 
needs can be updated to include the impact of 
changing environment. 


e A range of estimates should be provided. Given the 
uncertain nature of most of the demand forecasts, 
potential variance in forecast data should be 
included. 


e Information should be disaggregated in a meaning- 
ful manner. It should be subdivided by skill catego- 
ries that are consistent with the differentiation 
established by demand (i.e., the interchangeability 
in the workplace between industries) and supply 
(i.e., the training and certification procedures). It 
should also be subdivided geographically into sepa- 
rate regional requirements. 


e The intelligence system must have access to exper- 
tise in both the public and private sectors. Regular 
inputs from labour unions, industrial firms, finan- 
cial institutions, provincial governments and federal 
agencies are required. 


The development of an information system having 
these attributes should greatly enhance the efficiency of 
operation of labour markets and the effectiveness of 
both supply and demand side expenditures of govern- 
ments. On the basis of this information, governments 
can take action to reduce mismatches that result in 
coexisting surpluses and shortages in occupations and 
regions. 


At the present time, information on the prospects for 
labour demand and supply in the aggregate, by industry 
and/or by occupation, is collected and analyzed by a 
number of institutions, both public and private. The 
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major basic sources of statistical information are drawn 
from regular Statistics Canada surveys such as the 
Labour Force Survey and the now defunct Job Vacancy 
Survey and Occupational Employment Survey, as well 
as the decennial census. This information is supplement- 
ed by data from occasional Statistics Canada surveys, 
administrative records of CEIC, surveys and forecasts 
compiled by organizations such as the Conference Board 
in Canada, Technical Services Council, and industrial 
and professional associations, and by special analyses 
undertaken by CEIC and other federal and provincial 
agencies. 


Most labour market analysis, including that of occu- 
pational demand, has been conducted using a mechani- 
cal approach to generate estimates of supply and 
demand based on quantitative macroeconomic projec- 
tions, such as CEIC’s occupational forecasting exercise 
(COFOR). There is a broad-based consensus in industry 
that such analysis is not sufficient and that improved 
intelligence and analysis are needed. For example, the 
Business Council on National Issues and the Canadian 
Labour Congress have proposed the establishment of an 
“Industrial Labour Market Institute” totally independ- 
ent of the employment service, in part to provide anal- 
ysis of impending labour market problems by tapping 
the tremendous store of practical know-how which busi- 
ness and labour possess. In 1978, a number of the Sector 
Task Forces (Tier 1 committees) also identified the lack 
of statistical information on the long-term demand for 
skills as a serious problem. 


In spite of such criticisms, there will always be an 
important need to tie manpower supply and demand 
forecasts in with both highly aggregated statistical data 
and macroeconomic forecasts. However, it is the view of 
the Task Force that very substantive advances can be 
made through more effective and widespread use of 
microeconomic data. 


Market Intelligence 


A major objective of the labour market intelligence 
system must be to develop regional demand forecasts of 
labour skills for the medium and longer term. There are 
two complementary microeconomic approaches for 
obtaining the desired data. 


¢ The first approach uses manpower planning infor- 
mation developed by individual firms for the near 
term (two to three years). For some time the feder- 
al government has been encouraging firms to 
increase the level of forward planning of their - 
manpower requirements. An aggregation of these 
manpower planning data could be utilized by the 


federal government to determine labour demands 
by industry and by location for the short term. 


¢ The second approach relies on the development of 
five-to-ten-year sector scenarios. In this approach, 
the initial focus is on developing the forecast char- 
acteristics of the various sectors of the economy 
(their output, technological change, international 
competitiveness, and so on). After developing an 
overall forecast for each of the individual sectors of 
the economy, this information is disaggregated to 
develop forecasts by location and by skill. Demands 
for occupations for various geographic regions can 
be obtained by aggregating the detailed information 
from the sector breakdowns. 


The two approaches together produce the richness of 
data that is absolutely essential for improving the effec- 
tiveness of demand and supply side interventions. The 
macroeconomic information described earlier serves as a 
check to ensure that the overall totals are in line with a 
reasonable aggregate level of economic activity and 
employment. 


The Task Force worked with 150 corporations in 
Alberta, Ontario, Quebec, and Nova Scotia to evaluate 
the availability of manpower planning information'. We 
found it important that any analysis of manpower plan- 
ning activity be considered within the context of the 
firm’s other planning activities. The extent of forward 
planning varies considerably with the size and sophisti- 
cation of the company’s operations. In general, for the 
larger enterprises the following activities are involved. 


e First, a strategic plan examines the broad parame- 
ters with respect to products, markets, technology, 
finance, and other factors in the longer term (five 
to ten years). 

e Second, capital budgets detail the requirements for 
new facilities. These projections normally extend 
about five years and are developed to determine 
financial requirements. 

e Third, operating budgets detail the level of produc- 
tion, input requirements and so forth for periods up 
to five years. It has been our experience that while 
firms may develop these plans for long periods, they 
rely on them primarily for information with respect 
to the immediate upcoming year. In contrast to 
capital budgets and strategic plans that are updated 
only periodically (perhaps once or twice a year), 
operating budgets or plans normally are updated 
monthly). 


Planning processes for smaller companies usually are 
much less sophisticated. Some of the smallest operations 


' Details are reported in a paper prepared for the Task Force by R. J. Clifford 
and Associates. 


may exist with nothing more than a month-to-month 
cash budget. 


The extent of strategic planning, capital budgets, and 
operating plans determines in large measure the ability 
of the firm to forecast manpower requirements. If the 
determination of personnel needs is not linked closely 
with the overall planning process within the enterprise, 
its accuracy is questionable. Independently generated 
manpower plans (e.g., a simple extrapolation of existing 
levels) can be reliable only in very stable situations 
where an extension of past trends provides a reasonable 
prediction. In the vast majority of cases, however, the 
existing planning framework defines the outer limit of 
possibilities for obtaining detailed manpower require- 
ments by skill and location. 


The analysis of the existing strategic, operating, and 
manpower plans in the 150 firms revealed the following. 


e Practically all firms (over 90 per cent) considered 
that they were doing some manpower planning. 
However, further analysis revealed that only about 
one-half of the firms had developed manpower 
information in sufficient detail or extensiveness to 
be truly meaningful. 


e Those firms doing manpower planning considered 
the information to be of adequate accuracy only 
two years in advance. Beyond that period the confi- 
dence decreased markedly. 


e The forecast period for which reliable information 
could be developed did not vary appreciably for 
managerial, professional and high skilled trades. 


e As expected, company size was a most important 
variable in explaining the level of manpower plan- 
ning. In general, firms having less than 1000 
employees conducted much less planning. 


e The firms were very receptive to supplying their 
manpower forecasts to a centralized data bank 
provided by government, so long as confidentiality 
could be assured. 


e Manpower planning efforts varied significantly by 
skill category. Extensive planning was conducted 
for managerial, professional and high skill trades 
levels. Clerical, semi-skilled and unskilled trades 
received less attention. 


e The FOIL and COFOR data were essentially not 
used by firms for forecasting purposes. Approxi- 
mately one-half the firms did not know of their 
existence and those that were familiar with them 
did not use them. We found that only one firm in 
the sample relied to a significant extent on this type 
of information. 


85 


The Task Force analysis suggests the following with 
respect to the government’s role in manpower planning. 


e Any development of manpower planning procedures 
within firms will have to build on the perceived 
needs within the companies. In our view, it would 
be extremely difficult for government to influence 
the firms’ manpower planning activities in a mean- 
ingful manner unless the firms themselves perceive 
a need. 


e Weare optimistic about the possibilities of the 
federal government establishing a network to obtain 
aggregate forecasts of labour demands by skill cate- 
gory for highly skilled professional and technical 
employees. Implementing this system should be 
done on a regional basis and should involve the 
larger firms with forecasting capabilities. The de- 
velopment of a national system could be delayed 
until the regional system is operating satisfactorily. 


e The federal government should make available a 
small pool of expertise to provide, on request, 
advice on implementing a manpower planning 
system. 


e Where industry associations have already developed 
a cooperative effort in manpower planning (e.g., the 
aerospace sector in Quebec), this should be 
encouraged and a close liaison established with any 
federal government regional planning effort. 


The budgetary expenditures on long lead-time labour 
supply programs — post-secondary training and appren- 
tice training — suggests that the prime emphasis of the 
government’s involvement in demand forecasting should 
be on the five-year time horizon. It is precisely in those 
occupations requiring more than two years of education 
or training that difficult-to-solve imbalances are 
evident — engineers, skilled trades, and so on. For this 
reason the Task Force suggests that the federal govern- 
ment consider seriously an active involvement in de- 
veloping sector scenarios. 


The information required for forecasts varies with the 
time horizon. The overall information package for short 
to long term forecasting can be considered to be com- 
prised of two components. 


e Factual information (existing quantitative evidence 
from firms, governments, industry associations, 
etc.) is reliable and useful in the short run but is of 
only limited application in the five-to-ten-year time 
horizon. 


¢ Deductive and speculative information (the impres- 
sions from informed participants in an industry 
with respect to the anticipated trends in demand, 
pricing, technology and other factors) becomes 
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increasingly important as the time period of the 
scenario is extended. 


The development of sector scenarios requires a very 
significant reliance on deductive and speculative infor- 
mation. Factual, deductive and speculative information 
can be subdivided into secondary sources (published 
data by firms, associations, etc.) and primary sources 
(personal contacts with companies, financial institutions, 
public servants and other industry experts). In develop- 
ing the key deductive and speculative information, very 
significant emphasis should be placed on the direct 
participation of those knowledgeable in the particular 
sector. 


What types of information can best be developed by 
relying on obtaining deductive and speculative informa- 
tion from primary sources? The experience in utilizing 
the approaches at DREE and IT&C to examine indus- 
trial development opportunities suggest the following 
examples: 


e detailed as opposed to aggregate forecasts with 
respect to changes in product mix, country and firm 
growth, pricing strategies, technology, transporta- 
tion, financing and so on; 


e the medium and long term directions of the interna- 
tional and interregional competitiveness of Canadi- 
an sectors; and 


¢ expected changes and implications of the regulatory 
framework, tariffs, quotas, taxation and incentives 
of other governments. 


To illustrate and further examine the usefulness of the 
sector scenario approach, the Task Force commissioned 
analyses of the following sectors: construction (by B. A. 
Keys and D. M. Caskie); hospitality (by S. E. Moreau); 
finance, insurance and real estate (by A. E. Daley); 
automotive (by N. B. MacDonald); machinery (by Peat 
Marwick); and electronics (by H. Schwartz). 


In summary, the Task Force suggests that the federal 
government should rely to a very significant extent on 
the direct involvement of industry experts in developing 
medium and long term estimates of labour demand. 
These longer term estimates will be of primary impor- 
tance in improving the efficiency and effectiveness of 
education and training expenditures in key occupations. 


Institutional Framework 


With the notable exception of a few associations such as 
the Machinery and Equipment Manufacturers’ Associa- 
tion, Air Industries Association, and Automotive Parts 


Manufacturers Association, there is very little capacity 
in private industry or government to provide adequate 
sector scenarios. In general, industry associations do not 
have the technical capacity to carry out this sort of 
exercise and, to date, the only federal departments 
capable of this sort of aggregation, DREE and IT&C, 
have devoted little effort to the manpower aspect of 
industrial development. Such capacity should be 
developed. 


At the provincial and national levels there is little 
capacity in either the public or private sector to aggre- 
gate industrial sector information. For this reason 
among others, the BCNI and Canadian Labour Con- 
gress have proposed an Industrial Labour Market Insti- 
tute, and several provincial departments of labour have 
begun to expand their integrative and analytical capaci- 
ties. The federal government, through CEIC, has not 
expanded its capacity in this area, however. Clearly such 
improvements in the integrative capacity of labour 
market intelligence must be developed if bottom-up 
analysis is to become useful for the purpose of develop- 
ing improved labour market policy. 


Because of its network of local offices, access to UI 
data, immigration data and other administrative data, 
heavy involvement in manpower training, and the day- 
to-day management of the employment service, CEIC 
should be in an excellent position to carry out such 
sector analysis in a cost-effective manner. At present 
CEIC is hampered in this task by two factors: lack of a 
labour market intelligence service devoted to this func- 
tion; and inadequate inputs from the private sector. 
These deficiencies must be overcome if CEIC is to play 
the role which it is capable of playing. Although there 
are many ways of overcoming these deficiencies, the 
Task Force concludes that two innovations would be 
most useful. 


First, a set of National Industrial Manpower Com- 
mittees should be formed — one for each major sector: 


e to encourage corporate manpower planning; 

¢ to aggregate information from corporate manpower 
plans; 

© to provide inputs for the preparation of scenarios of 
sectorial manpower requirements over the medium 
term; 

¢ to identify potential manpower strategies and skill 
bottlenecks; and 

¢ to suggest ways of alleviating these bottlenecks 
through training and other structural solutions. 


The committees should consist of representatives from 
large firms, industry associations and unions, with pro- 
vincial and federal officials serving as ex officio mem- 
bers. Subcommittees could be formed to focus on par- 


ticular issues. Staff support would be available from the 
Labour Market Intelligence Service. The size and struc- 
ture of the committees would vary by sector. 


Committee operations would be conducted in parallel 
with broader business-government consultative proc- 
esses. In this connection, the Department of Industry, 
Trade and Commerce would be the leading federal- 
government participant. 


Second, a small Labour Market Intelligence Service 
should be established within CEIC: 


¢ to aggregate administrative data; 


e to aggregate data from local labour market infor- 
mation officers at the CECs; 


e to assist the National Committees in the prepara- 
tion of sector scenarios; 


e to aggregate the sector scenarios and reconcile 
them with evidence from macroeconomic models 
and from other government departments; 


© to prepare material to assist CEC information offi- 
cers and counsellors; 


e to prepare material to assist in career choice; and 


¢ to disseminate this information to the private 
sector, provincial governments and other federal 
departments. 


In aggregating data and preparing sector scenarios, 
both the National Manpower Committees and the 
Labour Market Intelligence Service would give special 
attention to the regional aspects of economic activities 
and labour markets, developing the national picture 
from an aggregation of regional perspectives. Regional 
offices of federal government departments should be 
most helpful in this regard. 


The establishment of National Industrial Manpower 
Committees and the Labour Market Intelligence Service 
would greatly improve the quantity and quality of infor- 
mation about future labour market developments to 
assist firms, training institutions and governments in 
formulating policies to ensure adequate supplies of 
skilled manpower in Canada. By tying in the existing 
information and resources within CEIC, this structure 
should prove cost-efficient. Moreover, the committee 
structure would serve to make CEIC more responsive to 
private sector needs. 


Conclusions 

The analysis of this chapter has led to a number of 
important conclusions related to the role of the public 
employment service, the provision of labour market 
information and intelligence, and the dissemination and 
use of this information by workers and employers. 
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With respect to current labour market information 
and placement, the Task Force has reached the follow- 
ing conclusions. 


Provision of current labour market information at 
the national level is desirable and contributes to the 
efficient operation of labour markets. 


It is crucial to convey information on jobs to work- 
ers as quickly as possible, particularly through an 
expanded MOPS automated job order system and 
the National Job Bank. 

Information on jobs must relate to the skills 
required to perform them. The development and 
implementation of an improved classification 
system should be given high priority. 


The costly process of registering all job searchers at 
CECs should be discontinued. Registration is only 
useful for skills in short supply, markets character- 
ized by general excess demand for workers, and 
members of target groups affected by affirmative 
action programs. 


CEC staff need to view their function much more 
than they have as being one of providing informa- 
tion to workers and employers. 


CECs should place more emphasis on the provision 
of high quality light screening of workers prior to 
referral to ensure that they are likely to meet 
employers’ needs. In this way, employer satisfaction 
will increase and more job orders will be placed 
with the service. 


Improved functioning of the labour market and the 
efficient operation of labour market programs require 
effective counselling of students and of individuals with 
problems in obtaining or keeping employment. The Task 
Force has drawn the following conclusions with respect 
to vocational and employment counselling. 
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Vocational counselling of students should be 
primarily the responsibility of provincial govern- 
ments and should be provided through the educa- 
tion system with the federal government, through 
the CEIC, providing support material. This support 
material would include labour market intelligence, 
specific vocational information and vocational 
counselling tools. 


With respect to employment counselling of people 
outside the education system, there is a role for the 
CECs. Counselling of special groups, such as 
women re-entering the labour force and Native 
people, would probably be more effectively done 
through satellite Outreach units staffed by people 
sensitive to the needs of the groups, with access to 
the CECs for employment and program services. 


More experimentation is required, however, to 
assess the best means of delivering these services. 
Such services are expensive and increased funding 
will be required if they are to be widely available to 
disadvantaged workers. 


e For groups of workers affected by industrial dislo- 
cation, the Manpower Consultative Service is an 
effective device. Implementation of the community 
adjustment process, recently announced by the fed- 
eral government, should provide far improved 
response to the needs of affected communities. 


There is an urgent need for the development of better 
labour market intelligence on prospective demand for 
and supply of workers in the aggregate, and by region, 
industry and occupation. To achieve this, CEIC’s 
approach to intelligence needs must change. A number 
of institutional changes are required. 


e There is currently too much emphasis on aggregate 
analysis and not enough on the gathering and anal- 
ysis of more disaggregated information. 


e For the short run (i.e., the immediate two years), 
the aggregation of corporate manpower plans could 
provide a good understanding of disaggregated 
labour requirements. The usefulness of this type of 
information is limited, however, because many 
supply and demand side adjustments cannot be 
made within the two-year period. 


e For the medium and long term (i.e., over two 
years), the Task Force suggests that sector sce- 
narios be developed for industries and regions to 
anticipate the significant surpluses or shortages. 
Because of the long lead times required to develop 
skilled labour and the built-in friction to adjusting 
to different conditions, the development of these 
sector profiles is important and could contribute 
significantly to increasing the productivity of 
workers. 


¢ A number of National Industrial Manpower Com- 
mittees should be formed, one for each major sector 
of the economy, to encourage manpower planning 
among firms, prepare medium-term scenarios of 
sectoral labour requirements, identify potential 
bottlenecks and suggest strategies for alleviating 
them. 


e A small Labour Market Intelligence Service should 
be established within the CEIC to aggregate data 
from local and sectoral sources, reconcile them with 
macroeconomic evidence and disseminate the infor- 
mation to the private sector, provincial governments 
and other federal departments. 


Most of the improvements set out above can be 
brought about by CEIC within existing resource con- 


straints through the reallocation of personnel between 
functions. Some additional resources will undoubtedly 
be required if intensive counselling services for the 
hard-to-employ are to be expanded, but this should be 
done gradually and monitored carefully in order to 
determine the most effective way to deliver these ser- 
vices. Additional resources will also be required on an 
ongoing basis for the expanded intelligence function and 


on a one-shot basis for the rapid introduction of the 
MOPS System in all metropolitan areas. In sum, a 
major improvement in the public employment service 
can be brought about with only a small increase in the 
resources devoted to it. 


This chapter benefited from a report prepared for the Task Force by 
R. J. Clifford and Associates entitled “Survey of Manpower Planning 
Practices in Canada.” 
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Chapter Six 


Improving Opportunities for 
Groups with Special Employment Needs 


Increased emphasis on labour market information and 
an improved role for the Canada Employment Centres 
in job information, proposed in Chapter Five, will assist 
many who experience employment problems, but clearly 
this is only part of the answer. It is necessary to examine 
the implications for labour market policy of continuing 
major inequities in employment, income and status in 
Canadian society for certain groups. 


Women, Native peoples, the disabled, youths and 
older workers have experienced long-term employment 
problems. For some groups, these include frequent and 
lengthy periods of unemployment and low and sporadic 
participation in the work force, while for others the 
major problem is lower occupational status related to 
dead-end or temporary jobs and consequently lower 
incomes. Not all members of each group experience 
labour market problems to the same extent, but belong- 
ing to these groups implies a disproportionate probabili- 
ty of labour market problems relative to the rest of the 
work force. The persistence and seriousness of such 
problems require labour market planners to look more 
closely at their causes and to design policy to overcome 
the complex barriers in the labour market which result 
in the exclusion of broad groups of Canadian workers 
from full participation. 


A strong restatement of the government’s commit- 
ment to overcoming these problems was made in the 
Speech from the Throne in April 1980. The speech 
referred to the need for improved employment opportu- 
nity and training programs for women, Native peoples, 
youth, the elderly and disabled people, and pledged that 
the government, as a major employer, would “play a 
leadership role by implementing affirmative action 
measures in the public service.” 


This strong renewal of federal commitment to 
employment assistance comes at a highly appropriate 
time. Projected slower labour force growth and limited 
availability of skilled workers through immigration, 
accompanied by increased female participation rates 
and a burgeoning Native population, indicate that these 
groups will play a critical role in maintaining an ade- 


quate and stable work force. They are projected to 
account for 75 to 80 per cent of labour force growth in 
the 1980s. While women’s participation rates will con- 
tinue to rise, women remain largely concentrated in a 
limited number of occupations. It is unclear whether the 
Native people reaching labour force age in the 1980s 
will successfully enter the labour market. Disabled 
workers continue to face complex employment barriers 
and a portion of young people and older workers experi- 
ence long periods of unemployment. It is the Task 
Force’s view that failure to utilize these groups fully will 
unnecessarily inhibit economic growth by restricting 
potential labour force growth. In addition, continued 
underutilization of already developed skills and abilities, 
particularly those of women, will act as a drag on 
improvement in productivity. 


In Chapters One and Two, we discussed the goals of 
government, reflecting that labour market policies of the 
1960s were increasingly governed by equity consider- 
ations. These policies responded to concerns about the 
marked disparities of employment opportunities and 
income across the various regions and groups of workers. 
Interventions to improve equity were reflected in 
increased unemployment insurance and in development 
of basic training and job creation programs. 


Although these policies were intended to reduce dis- 
parities and to integrate into the work force those 
experiencing severe employment problems, they resulted 
in limited gains and frequently continued to hold the 
workers they were designed to assist at the margin of the 
work force. 


Inherent in these past policies has been the view that 
“ownership” of the employment problem rested with the 
individuals or groups rather than with their circum- 
stances and with barriers in society and in the labour 
market. This approach, which forms the backbone of 
most past policies, failed to consider the barriers in the 
employment system itself, and concentrated on the per- 
ceived skill deficiencies of the individual as defined by 
market requirements. With the problem defined 
primarily in these terms, remedial measures have aimed 
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at expanding the individual’s or group’s store of “human 
capital” and have not sought to alter demand. For target 
group members this approach has too often been 
reduced to providing repeated periods of low-level train- 
ing, temporary job creation and segregated job-experi- 
ence training. 


Past policies also viewed the failure of employers to 
hire members of certain groups as employment discrimi- 
nation, an indication of employers’ prejudice or ill will 
against a group. In response to intentional employment 
discrimination as a labour market barrier, legislation 
has been enacted which prohibits employers from con- 
sciously denying employment or employment-related 
benefits because of sex, age or minority status. In addi- 
tion, programs have aimed at changing attitudes and 
ensuring equitable treatment. 


But despite programs to improve employment qualifi- 
cations and counter discrimination, there has only been 
a marginal impact on the unequal returns to certain 
groups participating in the labour market. For example, 
in the past decade high Native unemployment rates have 
not decreased and the gap between women’s and men’s 
wages has widened in some occupations. Part of the 
failure can be tied to the way these programs have been 
conceived and implemented. To the extent that training 
and job creation have been used as a “holding tank,” 
efforts have been confined to temporary rather than 
long-term solutions. While the skills of some individuals 
have been improved, programs for target groups have 
lacked long-term employment and development goals. 
Programs to overcome intentional discrimination have 
been relatively sparse and judicial remedies have proved 
to be limited and time consuming. 


The Task Force believes that the traditional approach 
has neglected to deal adequately with problems internal 
to social and labour market structures. It has become 
clear to labour and human rights experts that employ- 
ment discrimination is a far more complex and pervasive 
phenomenon than was generally understood. Some 
employment practices, while equal in intent and in 
application, have a disparate effect on certain groups. In 
many cases, such exclusionary practices are unrelated to 
job performance or the safe operation of a business. For 
example, an employer who uses a word-of-mouth 
recruitment system when there are few target group 
members in the firm’s operation will tend to replicate 
the racial and sexual make-up of the company’s existing 
work force and continue to exclude target group mem- 
bers. Height and weight requirements and artificially 
high education and experience requirements will also act 
as barriers to their employment. While individual 
employers may still influence employment patterns due 
to prejudice or sexism, the more significant basis of 
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employment discrimination resides in the employment 
system itself. Employment discrimination based on insti- 
tutional patterns and practices is known as “systemic” 
discrimination. 


The concept of systemic discrimination is useful in 
explaining barriers in the labour market. It may be 
equally relevant for explaining the causes for unequal 
distribution of certain groups in training and skill de- 
velopment programs designed to improve the employ- 
ment qualifications of potential labour market partici- 
pants. 


In summary, it is our view that traditional human 
capital and anti-discriminatory policies have not only 
lacked the necessary elements to succeed, but have been 
at best only partial responses. Policies which have aimed 
at changing the nature of the labour force characteris- 
tics of target group members without placing sufficient 
emphasis on altering the demand for these workers have 
not produced the required degree of change. An effec- 
tive labour market planning approach must be based on 
an accurate assessment of those elements which operate 
to exclude certain groups from full participation. Only 
then can planners develop a comprehensive response 
based on the need to develop required skills, change 
unacceptable behaviours and remove unnecessary sys- 
temic demand barriers. Such an integrated approach 
will avoid the built-in failure resulting from a one- 
dimensional assessment of the problem. A comprehen- 
sive approach to the employment problems of target 
groups will contribute to the government’s goals of 
improving equity and economic productivity, as efficien- 
cy in the labour market is enhanced by efforts to assure 
all workers the opportunity to develop and participate as 
fully as possible. 


This approach will enable individuals from target 
groups to be adequately served by the labour market 
framework policies discussed in other chapters. At the 
same time, we emphasize that it is critical that they 
receive additional program support tailored to the spe- 
cific needs and problems of each group and that these 
programs be operated as mainline programs of the 
CEIC. 


Those labour market participants often designated as 
“special needs” participants cannot be left on the 
margin of labour market planning. Their numbers, their 
significance to the operation of the Canadian economy, 
and the complexity of the required response mean that 
they will have to be fully integrated in the policies 
developed for the 1980s. 


The dimensions of the problems experienced by mem- 
bers of target groups suggest two classes of problems — 
those of entry or re-entry into the labour market, and 


those of promotion and job development. Although the 
barriers differ for these two levels of concern and the 
instruments needed to remove them may also vary, 
access is the fundamental problem and must be assured 
at all levels. Within both the pre-market and market 
structures which determine the employment and career 
framework for these workers, intentional and systemic 
barriers operate as external forces which impede the 
access and progression of these groups and restrict their 
contribution to the economy. 


It is the Task Force’s view that CEIC can play a 
central role spanning both the pre-market development 
of skilled workers and the labour market demand for 
these workers. First, CEIC can play a role in ensuring 
that barriers on the demand side of the labour market 
are removed. It follows, then, that the CEIC employ- 
ment system must be able to respond to employers’ 
requests and provide qualified and trained personnel. 
This will require an ability to ensure a suitable supply of 
target group workers for employers through effective 
marketing, recruitment, career counselling and training. 


The purpose of this chapter is to propose an integrat- 
ed policy framework for improving employment oppor- 
tunities for target groups. This framework is premised 
on both the need to accept the multidimensional causes 
of current problems and the importance of recognizing 
the significance of these groups as a source of labour 
supply over the next decade. We have already noted the 
crucial role of the target groups in labour force growth 
during the 1980s, and the consequent importance of 
facilitating both their entry and advancement in the 
labour market. Since removing barriers to participation 
stemming from causes internal to the labour market is 
of prime importance, we have examined the ways that 
causes of exclusion and underutilization of target groups 
have traditionally been defined, arguing that the prob- 
lem of systemic discrimination has not received ade- 
quate attention. While remedies aimed at overcoming 
the underdevelopment of “human capital” and inten- 
tional discrimination should not be abandoned, we feel 
that failure to emphasize demand-side policies and to 
recognize the barriers created by certain unnecessary 
labour market practices seriously undermines the impact 
of these remedies. 


We provide next a brief analysis of the characteristics 
of the target groups and the specific situations they face. 
The groups the Task Force has focused on include 
women, people of Native ancestry, disabled persons, 
youth and older workers. 


We then provide the framework for situating success- 
ful remedies and outline the implications for labour 
market policy. A three-part framework is recommended. 


It includes initiatives to remove barriers and influence 
the demand side of the market, to develop better skill 
development programs on the supply side and to provide 
appropriate market mechanisms to support these initia- 
tives. Under each of these three areas, broad policy 
directions are indicated. Throughout the chapter, refer- 
ences are made to other parts of this Report which deal 
with specific policies in greater detail. 


Who Are the Target Groups? 


Women, Native peoples, disabled persons, youths and 
older workers are all groups which encounter a dispro- 
portionate number of employment barriers. These range 
from finding and holding entry-level jobs, to gaining 
access to a full range of occupations, to progressing 
upwards as far as individual ability and motivation 
permit. Because of the complexity of the employment 
barriers and the situation of each group, their positions 
in the labour market are described below. 


The Task Force recognizes that other individuals and 
groups experience similar employment problems, but we 
have chosen to focus our attention on the labour market 
situation of these groups because they will play a signifi- 
cant role in the labour force growth of the 1980s. The 
policies and measures required to improve the position 
of these target groups will have broader application for 
those others experiencing similar labour market 
problems. 


Women 


Women have always worked. However, historically, 
most women have not worked for pay and therefore were 
not counted as members of the labour force. Thus the 
work done by women went largely unrecognized until 
they became “real workers” by entering paid employ- 
ment. 


Approximately half of all Canadian women of work- 
ing age are presently in the labour force (compared with 
approximately 78 per cent of working-age men). Female 
participation, which has been rising steadily since the 
early 1950s, is expected to approach the male participa- 
tion rate by the year 2000. Over the 1980s, it is project- 
ed to account for about 65 per cent of labour force 
growth. This growth in female participation reflects 
some significant social trends —smaller families, rising 
divorce rates, changing views about male and female 
roles. More women are solely dependent on their own 
earnings, and many of them are also supporting families. 


While more women, married and single, with and 
without children, are joining the labour force, other 
sources of labour force growth are declining. The male 
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participation rate is falling somewhat, due primarily to a 
decline in participation of older workers; the youth 
labour force is declining, reflecting lower birthrates of 
the late 1950s and early 60s; and immigration is no 
longer as important a source of skilled and highly 
trained labour. 


At the same time, technological changes are altering 
the structure of labour demand. The expanding use of 
microelectronics in the office could have a dramatic 
effect on the clerical sector, which until now has been 
growing at a rate equal to or greater than the growing 
population of women workers. Microelectronics can be 
expected not only to reduce the rate of growth of jobs in 
the clerical sector but also to transform the skill require- 
ments (Menzies, 1980). Some will be high skilled, 
demanding new kinds of training and offering new 
challenges, while others will be low skilled, with the 
possibility of an assembly-line type of control. 


Women encounter barriers in the labour market in 
relation to both entry and progression. Although many 
women seeking to work are able to find a job at the 
low-pay, low-skill level, these entry-level jobs for women 
are, for the most part, restricted to certain traditional 
areas and to jobs with little or no promotion opportuni- 
ties. While the extent of female involvement in the 
Canadian labour force has changed quite dramatically 
in the last 30 years, the nature of their participation has 
remained remarkably stable. Women have been, and 
continue to be, concentrated in a relatively small 
number of occupations and industries. 


In 1980 over 60 per cent of all women worked in three 
occupational categories: clerical, sales and services. If 
occupations in teaching, medicine and health are includ- 
ed, approximately 78 per cent of employed women are 
accounted for. Male-dominated jobs in processing, 
machining, product fabricating, construction trades, 
transport and other equipment operating and materials 
handling, together comprise only 10 per cent of female 
employment. 


Women are also concentrated in certain industries in 
our economy. They are greatly under-represented in the 
goods-producing sector and greatly over-represented in 
the service-producing sector. Women are beginning to 
enter a wider range of occupations and industries, as 
noted in Chapter Two, but the proportion of women in 
many traditionally male occupations remains very small. 


In addition to their disproportionate concentration in 
certain occupations and industries, women are dispro- 
portionately represented among the unemployed. 
Although they form 40 per cent of the labour force, 
women account for 45 per cent of total unemployment. 
The pattern which emerges when occupational, industri- 
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al and regional aspects are considered, is the consistency 
with which female unemployment rates exceed those of 
men. 


Furthermore, women are less protected from wage 
and salary discrimination and from unemployment 
because fewer of them are union members than men. In 
1978, barely 20 per cent of all women in the labour 
force were unionized, compared to 31 per cent of the 
male labour force. 


Data on incomes and wage rates further expose the 
inferior position of women in the Canadian labour 
market. In 1978, the latest year for which income data 
are available, full-year women workers earned, on aver- 
age, $10,098, about 58 per cent of the average male 
income. This wage gap has shown little sign of closing. 
Average male earnings exceed average female earnings 
in all occupational groups, even those dominated by 
women. 


After accounting for male-female differences in the 
work year, occupational distribution, experience and 
education, an unexplained differential between male and 
female wages persists. As Sylvia Ostry (1968) conclud- 
ed, “It seems clear that some portion of the residual 
differential stemmed from ‘discrimination’, i.e., from the 
fact that women were paid less than men for comparable 
work” (p. 42). 


Ostry’s estimate of a 15-22 per cent earnings gap due 
to discrimination was based on male and female wages 
for comparable work without investigating the compa- 
rable worth of male and female jobs. As such, it repre- 
sents only a minimum estimate of the wage gap. The 
undervaluing of work done by women is a factor which 
must also be considered. 


The Women’s Bureau, Labour Canada (1975, p.83) 
attempted to control for age and level of education in 
comparing incomes of male and female full-time, full- 
year workers in 147 selected occupations. Even when 
these factors were taken into account, men’s earnings 
exceeded those of women in 94.2 per cent of the cases. 


Similarly, male wage rates are higher than female 
wage rates even when the jobs are in the same industry. 
Data on wage rates by sex were collected by the 
Women’s Bureau, Labour Canada (1979) for 70 simi- 
larly described occupations in the same industries. In 
only two cases did female wage rates exceed male wage 
rates for jobs in the same industry. In the remaining 68 
occupations, male wage rates were higher. In 29 occupa- 
tions, the disparity between female and male rates had 
actually increased over the previous year. 


Disparities in earnings exist at all levels of education. 
Salary benefits from education are lower for women 


than for men at all levels. Female graduates’ median 
salaries in 1978 were about 85 per cent that of the 
males, and the median salary for a woman with a 
bachelor’s degree and no previous experience was 
$13,090, less than the $13,270 median salary for a man 
with a one-year college diploma and no experience, 
according to a study by the Women’s Bureau, Labour 
Canada (Devereaux and Rechnitzer, 1980). 


Jane Gaskell, in her work on education and job oppor- 
tunities for women (1980), indicated that the gap be- 
tween male and female earnings widens for every year of 
education they complete. Training in the science field 
yields the highest salaries but has the greatest wage gaps 
between men and women. Gaskell also noted that 
women usually work in occupations which require edu- 
cation as a prerequisite, so that there is less employer 
investment in women’s education and training. 


Prospects for the future are not highly promising, 
because few women are in training programs in non-tra- 
ditional areas and attitudinal studies of girls and young 
women reveal that a large number plan careers along 
traditional lines or do not plan careers at all. Although 
this is often interpreted as a matter of personal choice, a 
major reason for these attitudes and training choices is 
that women lack exposure to the idea of entering many 
occupations and few guidance counsellors provide 
encouragement to women to enter non-traditional fields. 
Those in the vanguard of entry in some fields are 
frequently subject to harassment and pressures making 
it difficult for them to succeed. Educational materials, 
media messages and the biases of parents, teachers and 
counsellors generally reinforce traditional views. In 
addition, there are concrete barriers to entry into certain 
fields in the form of unnecessary screening devices and 
recruitment systems that eliminate female applicants. 


Many women have had to adjust their labour market 
commitments to accommodate family responsibilities by 
dropping out of the work force for significant periods, by 
taking part-time work and jobs with no overtime 
demands. These decisions often involve serious penalties 
in terms of career progress and future earnings, a par- 
ticularly serious problem for women who may later have 
to become solely self-supporting. Women also generally 
have the responsibility for finding substitute care for 
their children when they enter the labour force. The 
double burden of family and work responsibilities often 
provides significant barriers to women entering or re- 
entering the labour force. 


While day care and the special problems of re-entry 
women are very important issues, there is a growing 
awareness of the dual difficulties of women who are 
poor, disabled or over fifty. These women, as well as 


immigrant and Native women, can suffer double dis- 
crimination when they seek training or employment. 


The changing composition of the labour force and 
changing structure of labour demand both point to the 
need for change in the pattern of female participation in 
the labour market. It is the Task Force’s view that the 
economy can no longer afford to overlook the full poten- 
tial of the female labour force. Those women with 
mechanical, scientific and technical ability should be 
encouraged to consider non-traditional occupations in 
business, industry and construction. Programs and poli- 
cies should be aimed at assisting women generally to fill 
a wider range of jobs and at removing barriers to their 
entry and advancement. Government training policies 
should cease to stream women into secretarial /clerical 
courses which prepare them for occupations which are 
declining due to technological change, and encourage 
women to develop skills in occupations with growing 
demand. As a society, it is important that we ensure that 
opportunities are available to women to recapture lost 
labour force experience so that they do not suffer exces- 
sive economic penalties from child-rearing responsibili- 
ties. The importance of flexible organization of work for 
women to maintain and develop their skills throughout 
child-rearing years, short flexible training courses 
designed to update skills, accompanied by support for 
child-care programs cannot be over-emphasized. 


People of Native Ancestry 


There is a growing resolve by Native people to improve 
their standard of living to levels generally enjoyed by 
non-Native people and to do so in a way and on terms 
that reflect Native values and aspirations. Native people 
are no longer able to provide for their needs through 
traditional economic activities. Many are moving off the 
land into settlements, towns and major urban centres in 
search of employment, economic opportunities and 
improved future prospects. Many local Native econo- 
mies are being placed at risk by the sudden and perva- 
sive emergence of nearby resource development projects. 
The choice facing Native people is to find some accom- 
modation with the majority culture and modern indus- 
trial economy either by migrating to larger urban cen- 
tres, by striking some agreement with resource 
development enterprises, by developing a local Native 
economy or by some combination of all three responses. 


Exacerbation of existing problems is suggested by 
demographic trends. The Native “baby boom” of the 
1950s and 1960s will increase the working-age popula- 
tion by approximately 200,000 in the 1980s. In the 
western provinces, Native people will account for 20 per 
cent of labour force growth. These young people face a 
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declining traditional economy around Native communi- 
ties and lack the skills and education to compete suc- 
cessfully in the already youth-saturated wage economy. 
Also the increased number of single parents supporting 
families presents a serious dilemma for policymakers. 


Development of these policies is further complicated 
by the jurisdictional divisions that exist for Status Indi- 
ans, Métis and Non-Status Indians, and Inuit. Although 
the labour market position of Native peoples is exam- 
ined geographically for the purposes of this Report, we 
recognize that policy will be made more complex by the 
efforts of the different jurisdictions that influence its 
development. Although employment difficulties facing 
Native people in the western provinces are highlighted, 
the Task Force emphasizes that the severity of such 
difficulties elsewhere in Canada cannot be minimized. 


CEIC’s Task Force on Manpower Services to Native 
People, established in 1974, and the subsequent develop- 
ment of a Native employment policy, resulted in 
increased availability of CEIC’s services to Native peo- 
ples. Although we recognize that these initiatives result- 
ed in some progress, it is the Task Force’s view that 
changed labour market conditions and the growth of the 
Native working-age population will require that more 
aggressive labour market policies be directed to improv- 
ing the employment situation of Native people. Because 
the economic conditions in the 1980s are right, we 
believe that they can make greater gains in their eco- 
nomic position now than in the past. 


Urban Centres. Lack of opportunity within Native 
communities has led to substantial migration off 
reserves and into cities. Migration has stabilized in 
Ontario but continues to grow in the prairie and western 
provinces, where approximately 40 per cent of the 
Native population lives in urban centres. 


To gain a detailed knowledge of the problems of 
Native people in cities, the Task Force commissioned a 
study by Stewart Clatworthy of the Native population in 
Winnipeg. This study showed a population structure 
considerably younger than the general population, with 
substantially lower education and occupational skills. A 
surprisingly high number of families, approximately 44 
per cent, were headed by single parents, most of them 
women. 


The study confirmed previous findings in revealing a 
pattern of low-skill/low-wage occupations, and of barri- 
ers to mobility to more desirable jobs, frequent and 
lengthy unemployment, very low incomes and heavy 
dependence on social assistance. The problems were 
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most acute among young Status Indian males and 
among women of Status, Métis and Non-Status Indian 
groups. The Native unemployment rate currently 
exceeds 30 per cent and the average length of each 
period of unemployment is quite long—over seven 
months. Participation rates are significantly lower than 
those of the general population — 25 per cent fewer 
working-age men and 40 per cent fewer women are in 
the labour force. Employment is concentrated in con- 
struction, manufacturing and processing and service 
industries and in the lowest-skill/lowest-wage occupa- 
tions. Occupational mobility appears to be largely non- 
existent or very slow. 


The Clatworthy study finds that: 


In general, the employment and income disparities 
identified in this report are sufficiently large to 
warrant the consideration of special policies and 
programs to address the needs and problems of the 
urban Native population. The need for special 
attention appears particularly great at the point of 
program design in that the Native population is 
characterized by radically different demographic 
composition, education and skill levels, and employ- 
ment experiences. These characteristics of the 
population translate directly into different types of 
needs and different capacities to function within 
traditional employment environments. Of particular 
concern in this regard are Native single parents, a 
group which accounts for nearly one-half of all 
Native household heads. (p. 63) 


These findings have important implications for cur- 
rent programs and policies. The majority of existing 
employment and social support programs available to 
Native migrants were designed to address the needs of 
the general population. Although no systematic research 
appears to exist directly comparing the needs or adjust- 
ment experiences of Native and non-Native urban resi- 
dents, research undertaken by Clatworthy strongly sug- 
gests that past and current programming efforts are not 
leading to successful adjustment of Native people to 
urban life. Clearly the issue of special, comprehensive 
programming designed to meet the unique needs of 
Native migrants should be given careful consideration. 


We suggest that such programs should be heavily 
geared to meeting the needs of young adults and women. 
The preponderance of single parents, many of them with 
large families, points up some specific social support 
needs, including expansion of day care. One dilemma is 
that social assistance payments for large families exceed 
employment earnings at the minimum wage level. 
Because Native families are often large, this presently 
acts as a disincentive to employment and encourages. 
continued dependence. 


Improvement of formal education and occupational 
skills clearly has had positive effects on the labour force 
performance of many urban Native people. Yet evidence 
from the Winnipeg study indicates that the exception is 
Status Indian women, a group whose labour force posi- 
tion suggests that those with higher education (11 or 
more years) suffer greater employment barriers than 
those with less education. The evidence suggests that 
although education, training and skill development 
should be emphasized because of its positive relation to 
employment, for a large number of Status Indian 
women it produces no rewards. Further examination of 
the employment situation of this group is required to 
determine the barriers which prevent them from realiz- 
ing gains from education. Since a large proportion of 
this group have taken the adult upgrading courses, the 
study suggests that some of these barriers may stem 
from the quality of the education/training system itself. 


Results of the Clatworthy study suggest that the 
urban Native population is locked into a pattern of 
low-skill, low-wage and unstable employment. It is the 
view of the Task Force that labour market policies and 
programs should be designed to break this pattern in 
order to improve the overall economic well-being of 
Canada’s urban Native population. To attack employ- 
ment barriers and enhance mobility, aggressive applica- 
tion of progressive employment practices and adjust- 
ment programming will be required. 


Resource Development. While major resource de- 
velopments are projected throughout the country during 
the 1980s, the majority of large-scale projects will be 
located in hinterland areas of the western provinces and 
the Northwest Territories. It is estimated that economic 
growth and development in Canada’s West, partly as a 
result of major resource projects, will generate from 
560,000 to 700,000 new jobs over the next decade. 


Since fully 60 per cent of the total Native population 
resides in western Canada, improvement in the Native 
employment situation could be achieved by absorption 
of the Native labour force in the West. Despite this 
obvious potential for an improvement in the labour 
market position of western Native people, studies have 
concluded that in spite of forecast labour shortages, 
projections to 1985 offer little prospect of increased 
Native employment unless there is intensive program- 
ming effort. 


Furthermore, evidence was accumulated during the 
1970s which demonstrated that the impact and extent of 
major resource development placed considerable stress 
on adjacent Native communities. One of the major 


impacts, erosion of traditional sources of sustenance and 
income, has not been compensated for by economic 
opportunities from industrialization of hinterland areas. 
Native gains in terms of direct employment or spin-off 


benefits have not been significant. Generally, Native 


people have only been able to obtain low-skill jobs for 
fairly short periods, and Native communities have 
derived few overall economic benefits from nearby 
resource developments. 


Until recently, the majority of resource developers 
have not acknowledged the necessity of special measures 
to promote Native interests. However, over the last few 
years there has been some progress, and a number of 
corporations have developed action plans to respond to 
special needs of Native people as well as other disadvan- 
taged groups. Although progressive employment prac- 
tices have been more or less voluntarily adopted by 
resource developers in recent years, there is little doubt 
that the possibility of compliance legislation has been an 
incentive to corporations to cooperate with government 
in advancing the labour market position of Native 
people. The projects that have achieved the best record 
of success have been those in which private sector 
employers, Native communities and government all were 
involved. 


In addition to the requirement for such tripartite 
involvement, a review of current major development 
initiatives in rural and remote areas highlights the ben- 
efits of a formal, detailed agreement between govern- 
ment, Native people and developers, drawn up before 
the planning process commences. Another key factor 
which emerges from research on promotion of Native 
interests is the necessity for stable longer-term commit- 
ments and allocation of resources, as human develop- 
ment and community development are processes which 
require a comprehensive approach for a considerable 
time before results are visible. 


It is the Task Force’s view that business development 
support should be increasingly used to advance Native 
interests, as spin-off activities generated by major 
resource development offer new local business oppor- 
tunities which can create considerable Native employ- 
ment in a rural or remote area. The technical expertise 
and financial support of developers and government 
should be made available to Native groups on a stable 
basis to develop Native enterprises. Where local Native 
business exists, developers’ action plans should include 
contracting with these enterprises. These approaches are 
developed further in Chapter Eight. 


Local Economic Development. Notwithstanding 
improvements in transportation linkages over the last 
few years and increased access to remote regions 
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through resource development projects, many Native 
people still remain fairly isolated from labour and com- 
modity markets. A large proportion of Native communi- 
ties are still accessible only by air or water. Native 
communities are predominantly located in a socioeco- 
nomic belt characterized by high unemployment, and 
the proportion of Native people living in high unemploy- 
ment areas is more than double that of the national 
population. 


Difficulties in finding employment are reflected in the 
increases in migration off reserves by Status Indians, the 
proportion of Métis and Non-Status Indians living in 
metropolitan areas, and the magnitude of social assist- 
ance expenditures to rural and remote Native communi- 
ties. 


Federal and provincial expenditures for assistance to 
Native groups is almost entirely concentrated in meeting 
immediate needs, largely related to chronic unemploy- 
ment and underemployment. Very limited funding is left 
for attacking the underlying causes of these problems. 
The National Indian Brotherhood (1981) estimates that 
95 per cent of federal and provincial expenditures for 
Status Indians consists of services and only 5 per cent is 
developmental. With a large and growing Indian popula- 
tion needing remedial services, developmental programs 
are more easily dropped or reduced. The NIB recom- 
mends that “‘to address the problems seriously and 
effectively requires that current allocations for ‘survival 
type’ programs continue, and that an additional signifi- 
cant injection of capital be made available for economic 
development and job creation” (p.12). 


Some progress has been made in recent years, particu- 
larly in western Canada, as a result of Indian Band 
revenues from petroleum extraction and exploration. 
These funds provide a source of capital for Native 
business, although there are constraints imposed by the 
lack of appropriate mechanisms for funnelling such 
capital into viable economic activities. Non-Status Indi- 
ans, Métis and bands without non-renewable resource 
revenue are even further limited by the lack of capital in 
addition to the lack of business expertise and economic 
growth possibilities. 


When land claims have been settled and Native de- 
velopment corporations have been established, northern 
Natives can be an effective economic force. Large 
amounts of capital will become available, allowing 
opportunities for investment and participation in the 
mainstream economy as well as developing the local 
Native economies to reflect their environmental and 
cultural needs. Whether the impact of land claims set- 
tlements is a positive challenge or a lost opportunity 
depends largely on the support, planning and infrastruc- 
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ture development which take place over the next few 
crucial years. The Task Force emphasizes that those 
corporations already established — Makivik Corpora- 
tion (Northern Quebec Inuit), the James Bay Cree 
Regional Authority, and the Inuit Development 
Corporation — must be supported in their development 
initiatives. There is much to be learned from their 
progress by other Native communities. 


It is the Task Force’s view that long-term support for 
community economic development is necessary for the 
development of Native groups. In a major sense, this is 
the key to Native economic self-sufficiency. Community 
development initiatives, technical support and access to 
capital financing are essential to assist and support 
Native peoples to share in Canada’s economic growth 
and development. While short-term employment de- 
velopment programs continue to be necessary, they 
should be designed to further long-term development 
goals, as discussed in Chapter Eight. 


The economic conditions of the 1980s will provide the 
opportunity for Native people to realize their economic 
goals. Not only is it necessary that they have an equita- 
ble share in the economic developments of the 1980s, 
but we suggest that Canada’s growth will be constrained 
if Native peoples do not realize their full economic 
potential either by participating in the industrial econo- 
my or by developing their local economies in keeping 
with their values and aspirations. 


Disabled Persons 


Because of the work of the Special Committee on the 
Disabled and the Handicapped (1981), the Task Force 
was able to draw on information submitted to them and 
on their findings related to employment concerns. 


According to the Department of Health and Welfare, 
1,345,000 Canadians of working age have physically or 
mentally disabling conditions. Of this group, 1,035,000 
are partially disabled and able to perform a major 
activity. National voluntary agencies estimate that 50 
per cent of these, approximately 500,000, are employ- 
able and that unemployment rates run as high as 85 per 
cent. 


It is essential to point out that the range of problems 
faced by disabled persons in the labour market is greater 
than for any other target group. There are, first of all, 
the limitations imposed by social perceptions about dis- 
abled people and their abilities to work. Secondly, there 
are systemic barriers in the form of unnecessary physical 
requirements and failure to make accommodations in, 
the workplace to compensate for disability. Thirdly, 
there are limitations in training, education and aspira- 


tions of disabled persons who have been discouraged 
from developing their abilities and seeking full partici- 
pation in the work force. Finally, there are actual limita- 
tions in the ability to perform certain types of work — 
intellectual limitations for mentally retarded persons, 
sensory limitations for blind or deaf people, physical 
limitations for others — yet many of these limitations 
can be overcome by the use of technical aids or reason- 
able accommodation to the workplace. 


Although there is no adequate pool of data, assump- 
tions based on the work of organizations that deal with 
disabled people indicate that they are severely unem- 
ployed, underemployed and are generally in low-income 
jobs. 


In the absence of a clearer specification of the dis- 
abled labour force and its characteristics, analysis of the 
labour market needs of disabled people has been based 
on information submitted by voluntary agencies to the 
Special Committee on the Disabled and the Hand- 
icapped. The voluntary sector plays a more important 
role in the affairs of disabled people in Canada than it 
does for any other disadvantaged group. Where the 
activities of organizations for disabled people have 
touched on employment development concerns, their 
observations are therefore of great utility. The chief 
limitation is that these organizations usually do not 
specify how many disabled persons they serve and at 
what level of difficulty. Priorities for action are there- 
fore difficult to determine except in very general terms. 


Because policy and program development are so seri- 
ously hampered by lack of data, the Task Force empha- 
sizes that high priority should be given to the develop- 
ment of a long-term strategy which will generate 
comprehensive data on disabled persons. Until such time 
as data can be generated through the 1986 Census, the 
Labour Force Survey and other population-based sur- 
veys should be used to provide appropriate socioeconom- 
ic data on the disabled. Further, since employment is a 
key issue in the improvement of the socioeconomic 
position of disabled persons, the Task Force suggests 
that it is appropriate that CEIC take the lead in de- 
veloping a body of socioeconomic research to provide a 
basis for policies and programs to effectively utilize 
these people in the labour force. Because disabled 
women often face different and greater barriers to 
employment, all research and statistical analyses should 
be broken down by sex. 


In their 1977 study of vocational rehabilitation in the 
United States, Sar Levitan and Robert Taggart note the 
central handicap disabled people face in the labour 
market: 


Employer surveys evidence a general reluctance to 
hire the disabled when non-disabled workers are 
available. Many employers believe that there are 
higher costs, such as increased worker’s compensa- 
tion expenses or inflated medical and life insurance 
premiums. Although most believe that the disabled 
will be more reliable, they fear involuntary absen- 
teeism and turnover. Another consideration is the 
lack of flexibility in job assignments and the dif- 
ficulty of promoting. (p. 8) 


This reluctance has significant effects on the employ- 
ment of disabled people, as indicated by their estimated 
unemployment rates. It is also reflected in the general 
lack of architectural arrangements, in the unavailability 
of modified work schedules or equipment to assist the 
disabled and in the general absence of company policies 
governing recruitment of disabled workers. 


This situation is further compounded by the fact that 
the disabled population is likely to have a lower educa- 
tion/training profile than the non-disabled population 
since a substantial proportion of impairments are 
present early in life and opportunities for training and 
education are limited. Yet large numbers of disabled 
people are fully able to enter the labour force, with their 
disability compensated for by technical aids or reason- 
able accommodation to the workplace, frequently at 
minimal cost to the employer. The greatest obstacle to 
employment of disabled people stems from society’s 
perception of their abilities in training and in work. 


Several initiatives that bear directly on the recruit- 
ment of disabled workers are already in place, e.g., wage 
subsidies, training allowances. However, many voluntary 
agencies point out that such programs need amplifica- 
tion in terms of coverage and funding as well as ap- 
proaches used. Areas in which incentive programs might 
help to stimulate recruitment of disabled workers 
include assisting employers in doing architectural 
modifications, acquiring technical aids for use by the 
disabled, providing in-house training for non-disabled 
employees, planning work schedules and processes to 
maximize the output of disabled workers and providing 
on-the-job training tailored to their needs. 


Voluntary agencies emphasize that adoption of build- 
ing codes and municipal regulations would guarantee 
accessibility of the physical environment to the disabled, 
and that progressive employment practices in both the 
public and private sector with mechanisms to ensure 
compliance would be a necessary adjunct to this thrust. 


In some industries work modules that can be adapted 
to any location can be developed and made available to 
the disabled at home or in sheltered work environments. 
This appears to be possible in the computer and elec- 
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tronics industries where communication between plant 
and worker can be maintained through electronics and 
telephone hookup. 


For those whose productivity cannot be brought up to 
normal levels with specific aids, a sheltered work envi- 
ronment has been used to provide employment. 
Although opinion is divided on this method, it may be 
considered as a “halfway house” for training /rehabilita- 
tion prior to integration into the general work force and 
a permanent work area for persons with severely limited 
work capacity. In either case, the linkage of this system 
into the general economy is critical in our view. 


It is the Task Force’s view that employers will not 
adjust their preference for non-disabled workers without 
some initiative from government. The Report of the 
Committee on the Disabled and the Handicapped 
(1981) states: 


The solutions to many other problems faced by 
disabled persons can only be achieved when more 
jobs are provided. The Federal Government must 
make this the highest priority of all policies and 
programs for disabled persons, and take whatever 
action is needed to begin removing the obstacles 
which prevent employment. 


The Task Force supports this view and urges that 
policies and programs designed to improve the employ- 
ment situation of disabled people be implemented with 
all possible speed. 


Youth 


Young people (age 15-24) accounted for 26.3 per cent of 
the labour force growth in 1976-79, with peak youth 
employment and unemployment rates occurring in 1977- 
78. Because of the large numbers of young people 
entering the labour force and the rise of relative youth 
unemployment rates since 1967, the absorption of youth 
into the labour force has been a subject of policy and 
program concern over the past decade. 


Youth unemployment rates have been consistently 
higher than those of adult workers in recent years (13.2 
per cent compared to 5.4 per cent for adult workers in 
1980). The unemployment rate for young women (12.7 
per cent) has been generally lower than that of young 
men (13.8 per cent) although young women, once unem- 
ployed, are more likely to experience joblessness of long 
duration. 


In the 1980s the proportion of youth entering the 
labour force is expected to decline although the youth 
labour force will remain numerically stable until 1985. 
In the latter part of the decade, the absorption of youth 
will be generally less problematic because of the decline 
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in the proportion of inexperienced people entering the 
labour force. Nevertheless, a portion of the youth popu- 
lation, as of the population as a whole, will continue to 
require special programming efforts because of severe 
employment problems. 


A report on Youth in the Labour Force (Dept. of 
Employment and Immigration, April 1980) found that 
less than 10 per cent of the youths surveyed accounted 
for over half the total months of unemployment of the 
entire group. These severely unemployed youths had 
worked for less than half their time in the labour force. 
A high proportion of the severely unemployed youth had 
little education, lived in high unemployment regions, 
and had a difficult time getting the first job. They were 
also more likely to be female than male and teenage 
girls rather than women in their early twenties. 


The study stresses the importance of the “entry pro- 
cess” in that those who experienced unfavourable early 
labour market experiences were less likely than other 
youths to achieve success later on. Education was the 
most important factor for success and graduation from 
high school was critical to subsequent employment. 


Pre-entry preparation provided a high return on 
investment for young people. Part-time and/or summer 
employment often led to full-time out-of-school employ- 
ment, and employment experience while still a student 
was positively related to later full-time employment. 
This suggests that comprehensive services for the dis- 
semination of labour market information in schools can 
be an important resource for assisting youth to select, 
whenever possible, an appropriate first job. 


The occupations that young men and women entered 
followed traditional sex-stereotyped lines. Further, 
women received significantly lower average salaries than 
men. This points to the need to train young women for a 
broad range of occupations in growth industries to break 
the pattern of occupational segregation and increase 
their opportunities for advancement and higher wages. 


The Task Force considers that the findings on early 
labour market experience and the transition from school 
to work indicate that more policy emphasis should be 
placed on easing this transition for youth in general, and 
that targeted programming efforts should be aimed at 
severely unemployed youth to assist them in establishing 
positive employment patterns for their work life. Coop- 
erative education and job experience training, discussed 
in Chapter Nine, are useful models to aid in this process. 


We emphasize that these programs will be particular- 
ly important to the large numbers of Native youth 
entering the labour force, many lacking the credentials 
and experience necessary to succeed in the labour 
market. 


While the transition from school to work will remain 
an important factor, and we expect that some young 
people will have difficulty with this process, neverthe- 
less, as we move into the 1980s, the youth population 
will represent a smaller cohort than in the past. Because 
of this it is important that young people be directed into 
high demand occupations. 


Older Workers 


Although the unemployment rate for older workers is 
lower than for the work force as a whole, the economic 
and social hardships of those who experience unemploy- 
ment tends to be more severe. 


Workers 45 years and over who become unemployed 
through business failure or layoffs resulting from plant 
closures often face long spells of unemployment and 
discouragement and may withdraw from the labour 
force. They are at a competitive disadvantage in seeking 
new jobs because of generally weaker educational back- 
grounds, experience in occupations in declining indus- 
tries, limited opportunities for retraining, employer pref- 
erences for younger workers, and low geographic and 
occupational mobility. 


Women over 40 re-entering the labour force encoun- 
ter access barriers because their skills and education 
may not match present job requirements. In addition, 
they often lack confidence and job search skills. Their 
experience gained outside of the traditional labour force 
is rarely recognized. 


It is the Task Force’s view that emphasis should be 
placed on adjustment policies which will aid older work- 
ers, both male and female, to re-enter productive 
employment. Wage subsidies to overcome employer 
resistance and short training packages to update skills 
can aid this group. 


Although unemployment is a problem for a segment 
of the older working population, this group as a whole is 
highly valued, possessing skills and experience which 
will be difficult to replace as workers reach retirement 
age. Participation rates reveal some changing patterns. 
Most women are maintaining their attachment to the 
labour force throughout their working-age lives. This 
growth is partly offset by the increase in labour force 
withdrawal of older male workers, particularly those 55 
and over. In all, participation rates for those age 45-65 
are expected to increase only marginally over the next 
10 years, but declining population growth and shifts in 
age structures are projected to raise their share of the 
working-age population to about 38 per cent. In addi- 
tion, there is a gradual increase in longevity and a 
slowdown in functional aging, which could create pres- 


sure for workers without adequate pensions to seek to 
remain in the labour force and for others with higher 
pensions to withdraw early or change employment 
activity. 


There emerges a pattern of an increasing pool of older 
persons fully capable of continuing their attachment to 
the labour force at a time when serious industrial adjust- 
ment can be expected to require the skills they have 
developed. Recent studies of the situation of higher skill 
workers in construction and manufacturing and of tool 
and die makers in Ontario indicate that future critical 
shortages in these areas are tied in part to the marked 
aging of this work force. 


These findings suggest that the management of labour 
shortages in some highly skilled trades in the next 
decade will require employment strategies that either 
slow the withdrawal of older workers from areas of 
highest productivity and growth in the economy or 
prevent the total loss of such vital skills and expertise in 
the post-retirement period. Removal of mandatory 
retirement legislation and adoption of policies to encour- 
age flexible work arrangements can facilitate employ- 
ment for older workers. In addition, we suggest that the 
experience of skilled older workers should be utilized as 
fully as possible in training programs. 


Implications for Policy 


As we have already noted, the largest source of labour 
force growth in the 1980s will be the increased partici- 
pation of adult women and attainment of labour force 
age of the Native “baby boom.” As with the influx of 
youth in the 1960s and 1970s, these groups are much 
greater in numbers than would normally be absorbed 
given current employment practices and current relative 
wages. At the same time, the labour force is growing 
more slowly and, as noted in Chapter Four, some occu- 
pations, regions and industries will experience signifi- 
cant labour shortages. 


The Task Force has considered a number of options to 
deal with the absorption of these groups of people into 
productive employment and at the same time to increase 
overall output. 


One option would be to do nothing and to rely solely 
on the normal operation of the labour market to bring 
about the required adjustment. Labour demand will 
naturally absorb some of these people but will almost 
certainly not absorb them in the numbers required or 
ensure their productive employment, so that unemploy- 
ment rates for these groups will rise. Consequently, their 
relative wages will tend to decline, inducing some 
growth in their employment. But changes in relative 
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wages take place slowly, so we can expect a slow rate of 
absorption into the labour market and an exacerbation 
of social problems. Native people, particularly in west- 
ern Cities, are bound to become increasingly frustrated 
by their high rate of unemployment in the midst of 
relatively high rates of economic growth in their region. 
One consequence which must be anticipated in these 
circumstances is the formation of urban ghettos with 
their attendant social problems, including alienation 
from the labour force. Adult women will continue to be 
underutilized and remain occupationally segregated in 
low-wage jobs. This situation will conflict with human 
rights legislation and the principle of equal pay for work 
of equal value. For all these reasons, opting for no 
intervention in the labour market to accommodate 
target groups will result in low productivity, slow growth 
and increased pressure on male wages and wages in 
western Canada. This would be a costly solution. 


A second option would be to use direct employment 
programs for these groups, as we did with youth in the 
late 1960s and 1970s. However, our experience has 
shown that this approach does little to facilitate adjust- 
ment and does not increase productivity. It will not 
expand the supply of labour in high-demand occupations 
and industries which is needed to contain the pressures 
of wage inflation. 


A third option would be to use market mechanisms 
supplemented by voluntary affirmative action measures 
to encourage firms to hire more target group members. 
However, we have found no evidence that a voluntary 
system significantly hastens the absorption of these 
groups. To the extent that there are initial costs, particu- 
larly when measures are not instituted throughout an 
industry, it does not pay firms to be leaders. As with the 
non-intervention option, the main adjustment mech- 
anism will still be higher unemployment rates and lower 
relative wages, and the same problems will be encoun- 
tered and will be especially severe for Native people in 
western cities and for adult women. 


A fourth option would be to use supply-side mech- 
anisms to improve and upgrade the quality of the Native 
and adult female labour force. Although this is possibly 
a necessary condition for their absorption, it is by no 
means a sufficient condition, for there is no guarantee 
that demand will emerge automatically for this labour. 
For example, research in Winnipeg has shown that 
better educated Native women are absorbed more slowly 
into employment than are less educated ones. 


To overcome this problem, we have come to the 
conclusion that some form of legislated action may be 
required to ensure that employers adopt employment 
practices which make better use of this expanding 
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supply of target group labour. Because of the complexity 
of the causes of exclusion and underutilization, the 
internal diversity of the target groups and the key 
significance of these groups to economic growth, a com- 
plex, integrated approach is required. This approach 
would consist of an appropriate mix of several instru- 
ments, each of which is designed to address a specific 
part of the absorption problem. The instruments which 
would be contained in this package are: improved 
market information, enriched counselling, employment 
support measures, training, wage subsidies, employment 
development measures, flexible arrangements of work 
and legislated measures to ensure that employers adopt 
employment practices which encourage the hiring and 
promotion of target group members. 


An integrated approach means more than ensuring 
that target group needs receive greater emphasis. It also 
means developing policies which break down the barriers 
on the demand side, encourage better skill development 
on the supply side and respond to the requirement for 
appropriate market mechanisms to support these initia- 
tives. While these three broad policy areas are closely 
interrelated, it is useful to regard them as separate areas 
for policy development. 

The policy implications associated with providing 
access to the labour market for target group members 
can be examined in terms of entry to employment and 
progression to higher levels of skill. For some individu- 
als, entry and re-entry to employment is the greatest 
problem, their greatest immediate problem being the 
inability to gain or maintain access to productive 
employment. For others, the main problem stems from 
barriers within firms which prevent them from advanc- 
ing to positions of greater responsibility. In recommend- 
ing appropriate policies to deal with demand barriers, 
supply requirements and market mechanisms, therefore, 
it will be necessary to ensure that they not only facilitate 
access but promote the advancement of qualified target 
group members to all levels of employment. 


Market Mechanisms 


Together with broad policy initiatives designed to 
improve labour market demand for target groups and to 
develop the skills in line with this demand, policies must 
be able to facilitate the rational operation of the market 
with various integrative mechanisms. These policies may 
be best outlined in terms of those which expedite target 
group movement into the labour market and those 
required to ensure that programs directed at the de- 
velopment of skills are accessed by women, Native 
people, disabled people, youths and older workers. 


It is the view of the Task Force that an increase in 
demand for target group workers requires three basic 


services. Employers will be seeking designated referrals 
of target group workers with required skills able to enter 
wage subsidy programs and human resource plans incor- 
porating progressive employment practices. Counselling 
services should be supplied to target group members for 
career planning and for adjustment and support assist- 
ance. Identification of suitable training and the provi- 
sion of incentives and resources for on-the-job training 
will also be required. 


Job Information and Counselling. Ensuring a supply 
of target group members to meet future labour market 
demands will require adjustments to the current chan- 
nels of information. The needs of the large numbers of 
people seeking employment who are “‘job-ready and 
market-wise” —with sufficient knowledge of the type of 
jobs they seek and with the qualifications required — 
can be met through the provision of extensive computer- 
ized job information, as described in Chapter Five. 


Although some members of target groups are served 
by this system, a disproportionate number of women, 
Native people and disabled people are excluded from 
full participation in employment because they lack 
access to traditional channels of information and require 
additional counselling and support services to obtain and 
maintain employment. 


We emphasize that co-ordination with the universal 
information and placement programs is essential but will 
require increased sensitization of those responsible for 
delivery of counselling. Employment counsellors and 
others have contributed to the screening-out process in 
the past because their assumptions and advice about 
suitability of certain kinds and levels of work have often 
followed traditional patterns. We believe that the de- 
velopment of a more intensive counselling capability, as 
described in Chapter Five, combined with the use of 
community resources will help remedy this problem. 


The Task Force recommends that a specialized coun- 
selling unit for target group members be used to provide 
enriched employment services sensitive to the require- 
ments of these people. Highly skilled counsellors, knowl- 
edgeable about the special needs of target group mem- 
bers, about labour market trends and the range of 
employment services available to clients, will be crucial 
to its success. This special counselling unit may function 
as a satellite to the regular services but it must be 
closely linked to the community it serves and at the 
same time have direct access to the employment system. 
The recently established Women’s Employment Project 
in Vancouver combines these elements and may, follow- 
ing evaluation, provide one model for delivery of these 
services in metropolitan areas or where the target group 
population warrants. In other areas, a special counsel- 


ling unit may be located as a satellite unit within a 
Canada Employment Centre to ensure its access to the 
employment system. Specialized counselling units must 
provide a range of services including specialized pre- 
and post-employment counselling, direction to appropri- 
ate training, and marketing of clients to employers. 


Experience with the Outreach Program indicates that 
it has been successful in reaching clients who have been 
unable to utilize the regular employment system. Deliv- 
ered by the community, it has been sensitive to target 
group needs and has had access to community resources. 
However, it has suffered from a lack of assurance of 
ongoing funding and, in many cases, from insufficient 
access to the resources of the regular employment 
system, thereby remaining at the margin of the employ- 
ment service. Because the Outreach Program can pro- 
vide service for individuals who have difficulty gaining 
access to the regular system and who require enriched 
employment support services to successfully enter the 
labour force, the Task Force believes that it should 
continue to be delivered by the community it serves. As 
a community-operated program, it can gain access toa 
broader spectrum of resources from the community and 
from various levels of government, in addition to those 
of CEIC. The program must, however, be assured con- 
tinuity of funding and have a formal route of access to 
the employment system. The combined use of special 
counselling units and Outreach Programs will have a 
major impact on the success of deep wage subsidy 
programs, progressive employment practices and both 
institutional and on-the-job training of target group 
members. 


Employment Support. The experience of exclusion 
from the labour market in the past means that some 
target group members will encounter adjustment prob- 
lems until they have gained experience in employment. 
Some of these adjustment problems will be directly 
related to the workplace and others will stem from the 
position of the individual in society. To ensure the 
successful adaptation of these individuals to the labour 
force and to ensure the effectiveness of demand and 
training measures, a range of employment support 
measures will be required. 


Post-employment counselling can aid workers in 
adjusting to the workplace, identify training needs, and 
assist workers to gain access to such community support 
services as day care, alcohol counselling, housing, trans- 
portation, etc., which will allow them to succeed. These 
services may be delivered by the satellite counselling 
unit, by contract to a third party or by the employer. 
The experience of employers who have developed these 
programs is that they operate most successfully when 
separated from the regular personnel system. 
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Support must be provided for workers with family 
responsibilities. Since many workers, particularly 
women, incur economic penalties during early childrear- 
ing years, labour market policies cannot ignore family 
policy. The trend in some European countries toward 
the development of family “packages” goes far beyond 
any single policy strategy. The European experience 
clearly suggests the need for a policy strategy that 
includes income transfers, child care services, and 
employment policies as central elements. Policies 
encouraging maternity and parental leave without loss 
of seniority and flexible work arrangements for working 
parents with young children aid in reducing the penal- 
ties of lost wages, seniority and skill development. Sup- 
port for child-care facilities established by employers, 
unions and community groups enable working parents, 
particularly women, to continue working or undertake 
training. A recent survey of such arrangements (Kamer- 
man, 1980) observes: 


Unless it becomes possible for adults to manage 
work and family life without undue strain for them- 
selves and their children, society will suffer a sig- 
nificant productivity loss in the labour market and 
the economy, and perhaps an even more important 
loss in the quantity and quality of future genera- 
tions. (p. 28) 


Since family responsibilities affect the ability of all 
workers to participate fully in productive employment, 
these matters require fuller study than could be dealt 
with under the mandate of the Task Force. We therefore 
recommend that such a study be undertaken with a view 
to early development of a comprehensive plan. 


Urban adjustment assistance for Native people is 
needed. As discussed earlier, research has shown that 
large numbers of Native people in urban centres are 
experiencing employment and adjustment problems. The 
Task Force believes that support to Native Friendship 
Centres or similar institutions to provide assistance and 
access to community services such as housing, health 
care, employment, child care and other services would 
better facilitate the adjustment to urban life and work. 


We urge that employers should be given assistance to 
modify the workplace by providing technical aids, 
architectural modification and redesign of jobs to assist 
the employment of disabled workers. This should be 
accompanied by modification of training skill packages 
and training facilities to support training initiatives. 
Training is of key importance for developing the skills of 
target group members. On-the-job training in particular 
will be an important tool for integrating those who lack 
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the specific skills required by an employer. This may 
require the simultaneous delivery of integrated counsel- 
ing and support services. 


Information Strategies and Research. Employers 
have often complained that despite their wish to employ 
target groups, group members often lack the necessary 
skills to do the job. CEC counsellors and referral officers 
in turn argue that certain groups, particularly women 
and Native people, are not interested or do not apply for 
training or for referral to non-traditional occupations. 
Sometimes objections to “interfering” with an individu- 
al’s employment or career choice are raised. There is 
some evidence that expectations are changing. For 
example, three recent attitude surveys of female high 
school students in Ontario found a marked shift in job 
orientation toward the hard sciences and senior 
managerial occupations among girls in upper income 
families. But orientation towards traditional female 
work remains strong among other young women. Given 
existing trends, it is expected that over SO per cent of 
women entering the work force over the next decade will 
continue seeking and equipping themselves for employ- 
ment in clerical, sales and service occupations. 


Part of the reason for this continuing pattern lies in 
attitudinal structures fostered by society’s expectations. 
Despite some noticeable changes, traditional assump- 
tions about the role of the sexes have heavily influenced 
the educational and employment aspirations, opportuni- 
ties and attainments of women. 


This raises the very important question of what pro- 
grams designed to change expectations are suitable for 
CEIC. Failure to address this policy requirement will 
significantly impact not only on the success of progres- 
sive employment practices but also on the demand to 
utilize the non-traditional skill training opportunities 
created for target groups. It is our view that a signifi- 
cant impact on demand can be made by improving the 
type and amount of information available to these 
groups. It is quite probable that the outcome of attitudi- 
nal studies and career/training decisions are in large 
part a function of the information on which choices are 
based. It is incumbent upon the CEIC, therefore, to 
ensure that women, Native people, the disabled, youths 
and older workers are provided with accurate assess- 
ments of trends in employment, with complete informa- 
tion communicated to counsellors, to parents and to 
opinion leaders. 


We would recommend that for each target group, the 
Commission develop a strong, integrated information 
strategy to ensure effective marketing, recruitment and 
career counselling related to CEIC-sponsored skill train- 
ing. This should also be supported by a well-funded job 


experience program for Native students and a substan- 
tial non-traditional job experience program for female 
students. 


Finally, because we have recommended an expanded 
role for community-based groups in supplying various 
support services, it is essential that these groups have a 
strong understanding of the labour market and how it 
operates. Included in the information strategy, there- 
fore, should be a program designed to facilitate this 
understanding. This would include not only grants for 
research but also mechanisms for working with relevant 
CEIC staff and other organizations capable of facilitat- 
ing the groups’ knowledge of the labour market. Such a 
program would have a strong, positive impact on the 
capability of the groups to participate effectively in the 
labour market. 


Ensuring a Supply of Target Group Workers 


Training. Policies aimed at removing barriers in the 
labour market must be accompanied by policies to 
improve labour market supply. Because deficiencies in 
skills and education are significant and legitimate barri- 
ers to successful employment, training programs must 
continue to develop target group workers both for entry 
to employment and promotion to higher levels of skill. 
Special allocations of training funds targeted to the 
groups and their levels of skill should be assured and 
programs should be sensitive to the needs of target 
groups members. 


Although emphasis has been placed on providing 
training programs for target group workers, the current 
mix of programs has not met with the desired result. 
Individuals with a pattern of low income, unstable 
employment or failure to adapt to employment at all 
have often been unsuccessful in long-term formal train- 
ing programs. The key to a successful approach appears 
to be the combination of employment with a package of 
multidimensional training and support services. 


For those people who have been unable to obtain jobs 
at the entry level, or who have a history of unstable 
work, the training programs that have been most suc- 
cessful in providing the bridge to stable employment 
have been directly linked to jobs, with training aimed at 
skill deficiency and work adjustment. In other words, 
the best training for a job is a job. 


The early success of programs such as those of 
AMOK, Syncrude and NORTRAN in the private 
sector; and Manitoba’s New Careers and semestering, 
Ontario’s generic skills and Nova Scotia’s concurrent 
program in the public sector; suggest that these job- 
based training models can be used for members of target 


groups who experience difficulty entering the labour 
force. These programs vary with the region, the industry 
and the target groups they have been designed to employ 
and train. However, they all contain the following 
elements: 


e training specific to the job; 


¢ long-term commitments to training/employment 
with substantial backup services such as post- 
employment counselling, day care, etc.; 


e design and monitoring done by a third party outside 
the regular personnel systems. 


This type of training/employment program has been 
used to integrate Native peoples, disadvantaged youth 
and women in urban, rural/remote and northern 
regions. 


Because the Clatworthy study and others conclude 
that education and training have had positive effects on 
the labour force position of many Native people, it is the 
Task Force’s view that training initiatives for Native 
people generally should be increased. However, the posi- 
tion of Native women requires special attention. The 
acuteness of their labour force problems requires that 
further investigation be made into the nature of the 
barriers which prevent them from realizing gains from 
education, and that the necessary steps be taken to 
remove them. 


The Task Force concludes that training directed at 
underdeveloped areas and people should be designed as 
outgrowths of community economic development ap- 
proaches, with the people participating in its planning 
and implementation. These people may be unwilling or 
unable to fit into traditional educational institutions and 
thus may require more flexible, less formal and more 
locally based instruments. Recent experience is largely 
positive where people have hired their own instructors, 
outlined their own course needs and where such under- 
takings have connected into upcoming or existing job 
opportunities. The concept of a resource package for the 
provision of economic development, training and other 
support measures should be developed. The development 
of the capacity for managing local enterprise, local 
government and infrastructure will be particularly 
important in Native communities. This is discussed fur- 
ther in Chapter Eight. 


To ensure that members of target groups have oppor- 
tunities to obtain jobs in growth industries and to 
advance through the employment system, the Task 
Force recommends that training initiatives should sup- 
port the career development aspects of progressive 
employment practices. Incentives to employers to pro- 
vide training at higher levels of skill, either on the job or 
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in institutions, are necessary to achieve target group 
participation in a broad range of occupations and occu- 
pational levels. 


To encourage this process, we recommend that special 
allocations of training funds be made available for 
target groups in both industrial and apprenticeship 
training. These special allocations should provide for 
educational leave support as well as on-the-job training, 
so that target group members develop the skills to make 
them eligible for promotion within the firm. Assistance 
in career planning and goal-setting techniques should 
also be provided. 


The introduction of microtechnology into the 
workplace — both in manufacturing and in the office — 
adds a critical dimension to the skills and training 
situation. It is apparent that new technology will change 
many jobs and will create new jobs with other skill 
requirements, but the kind of skills and training needed 
to upgrade both new and existing workers into changing 
skill configurations is uncertain (Menzies, 1980). 


This problem is particularly acute in relation to cleri- 
cal workers in those occupations where there is high 
turnover. With the application of microelectronics, those 
seeking to re-enter may find that their training and 
education does not enable them to take on many of the 
new highly skilled jobs that are becoming available. The 
great majority of these workers are women. The lack of 
concrete data on the impact of microelectronics on 
employment makes it imperative that government and 
industry monitor closely what is happening to jobs and 
develop a co-ordinated approach to the new technology 
in order to be able to cope with the employment impact. 


Processes to develop channels of mobility within firms 
by providing “bridging” or training positions will open 
opportunities for target group members to move to 
higher skill, higher paying jobs. Although this is impor- 
tant generally, it will be particularly important in those 
firms experiencing rapid technological change. Progres- 
sive employment practices will assist firms to remove 
barriers in their internal labour markets which prevent 
target group members from advancing. 


Because women have lacked exposure to the idea of 
entering trades and have received little encouragement 
from counsellors, employers or society, specific effort 
should be made to increase women’s participation in 
pre-trades and non-traditional training courses. To do 
this, the Task Force urges that courses be more widely 
available and be actively marketed to women. Further, 
because employers generally select industrial trainees, 
incentives to ensure a proportional selection of women in 
industrial and apprenticeship training will be required. 
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Similar measures are needed to encourage employers to 
train Native people at higher levels of skill. 


Training programs should be made more flexible to 
meet the needs of disabled people and older workers. 
Retraining of older workers may include a partial or 
complete skill package and will comprise an increasing 
proportion of training requirements in this decade. 


Training programs to move target group members 
into higher-skilled jobs and occupations in which they 
are presently under-represented are discussed more fully 
in Chapter Nine. It is important to emphasize here that 
these training programs should be not only available but 
actively marketed to target group members and employ- 
ers, and that the necessary supports be incorporated into 
the programs to ensure success. 


Influencing the Demand for Target Group Workers 


The supply policies and market adjustment mechanisms 
described above can only be effective in the presence of 
adequate demand for target group workers. Hence, a 
key element will be the development of policies aimed at 
the removal of demand-side barriers. 


Immediate attention should be given to systemic bar- 
riers which exclude qualified workers from jobs and 
promotions, and these efforts should be accompanied by 
programs to encourage participation of target groups in 
non-traditional occupations. Valid barriers based on the 
skill and experience requirements relating to safe and 
efficient job performance will be reduced more gradual- 
ly through longer-range development of the requisite 
skills. Finally, community and regional economic de- 
velopment is the key to increasing employment oppor- 
tunities for those target group members, particularly 
Native people, confined to areas that lack economic 
opportunity. 


Wage Subsidies. It is the view of the Task Force that 
target group members who have difficulty gaining entry 
to stable employment can be helped most by measures 
which include actual work experience. Therefore, the 
primary emphasis should be to place people in produc- 
tive employment. 


Past experience has demonstrated that assisting 
individuals with severe employment problems through 
institutional training alone seldom enables them to move 
into stable employment. We have examined a number of 
recent programs undertaken by resource companies such 
as AMOK, Syncrude and Imperial Oil, in which 
trainees are placed in jobs, augmented by training 
designed for these jobs. Results to date are largely 
positive. While provincial and federal governments have 
been involved in these programs and have provided 
training funds, the firms have been strongly motivated 


by the need to overcome the problems of recruiting and 
keeping workers in remote areas. By recruiting and 
training Native people already in the area, these compa- 
nies are building a more stable and accessible work force 
for their needs. Chapter Eleven notes the importance of 
these innovations in relieving labour shortages and 
reducing turnover in remote areas. 


The view of the Task Force is that the methods used 
in these programs have significant application for other 
target groups throughout Canada. Since the immediate 
inducements are less, there is greater need for govern- 
ment intervention. In the case of small firms, wage 
subsidies combined with training subsidies are probably 
the most powerful form of intervention. For large com- 
panies, mandatory progressive employment practices are 
likely to be of greater importance. 


CEIC’s recently established Wage Subsidy Program 
for the Employment Disadvantaged provides subsidies 
for employers to hire disabled people and workers 
experiencing long-term unemployment. We suggest that 
this program be expanded to include other target group 
members experiencing entry problems and that subsidiv: 
be available for up to two years, with actual length and 
degree of support being a function of the barriers faced 
by the individual workers. In addition, it should be 
closely linked to the training program. 


To assist and persuade small employers to employ and 
train members of target groups and to provide the 
backup services necessary for their integration, a pro- 
gram of deep wage subsidies can be particularly useful. 
Moreover, the Task Force emphasizes that funds should 
be available to private sector employers developing 
progressive employment plans, to defray the short-run 
costs of modifying systems, increased supervisory and 
management time, training and supports, until the ben- 
efits of lower turnover and higher productivity are 
realized. 


The Task Force urges that subsidies to encourage 
employers to move women into non-traditional occupa- 
tions be expanded to cover a greater number of occupa- 
tions and industries. Because of the great difficulty 
women face in breaking into male dominated occupa- 
tions, greater success could be achieved by targeting the 
program to occupations where women have up to 30 per 
cent representation rather than dealing solely with those 
occupations which have been a solidly male domain. In 
addition, this program could provide expanded coverage 
if linked more closely to provincial initiatives. 


Experience indicates that smaller employers are 
responsive to subsidy programs. Discussion with large 
employers indicate that subsidies alone are not sufficient 
to persuade some of them to employ target group mem- 


bers, nor are subsidies necessary to persuade others to do 
so. Indeed, representatives of some large employers indi- 
cate that mandatory measures would be appropriate, 
provided that these measures are applied in an even- 
handed manner. 


Affirmative Action—A Strategy for Progressive 
Employment Practices. The Task Force has identified a 
need to introduce measures designed to remove systemic 
barriers which exclude qualified workers from jobs and 
promotions and to remedy the impact of these barriers 
on the distribution and utilization of target group mem- 
bers. Government can play two different types of roles in 
support of the introduction of the required measures: 
encouraging voluntary compliance through such instru- 
ments as information dissemination, advocacy and wage 
subsidies, as well as setting an example in its own 
employment practices; and requiring employers to adopt 
“affirmative action” measures through legislation. To 
date the federal government has played only the first 
role. 


The major advantage of using a mandatory program 
in Canada is that women and Native people would be 
utilized in those parts of the labour market where they 
are most needed, thereby increasing productivity, reduc- 
ing the decline in relative wages and minimizing 
increases in the unemployment rates for these groups. In 
addition, such a program would reinforce the movement 
toward increased human resource planning and training 
in firms. 


A number of potential disadvantages in using a man- 
datory approach have been identified by the Task Force. 
The first is the high legal costs that have been associated 
with the administration of some types of mandatory 
program. The second is the administrative cost of imple- 
menting manpower planning procedures when firms do 
not already have these in place. The third is the poten- 
tial loss in competitiveness to firms which adopt employ- 
ment practices which promote the hiring and advance- 
ment of target groups. Finally, there is the fear that a 
mandatory approach means the use of “quotas”, with 
attendant costs and inefficiencies. 


Our preliminary analysis indicates that these disad- 
vantages were clearly present in some of the American 
experiences. However, analysis also indicates clearly 
that these costs arose largely because of particular 
design features of the early programs—features which 
are not necessary to achieve the goals of the program. 
The work undertaken for the Task Force indicates that a 
program can operate efficiently without resort to the use 
of quotas, and has indicated a number of possible ap- 
proaches to implementation which would greatly reduce 
the potential for high legal costs. As indicated in Chapter 
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Five, a high fraction of larger Canadian firms have 
already begun to institute human resource planning 
systems, so that—as long as affirmative action measures 
build on these systems—additional costs are likely to be 
low. Finally, while the potential for putting firms at a 
serious competitive disadvantage is present in those sec- 
tors subject to strong international competition, for 
other sectors of the economy mandatory action would 
actually improve the competitive position of firms 
making efforts to employ target groups by eliminating 
the “free rider” effect. 


While we are able to make this broad assessment of 
the advantages and disadvantages of a mandatory 
approach to the institution of progressive employment 
practices, additional work needs to be done on the 
evaluation and assessment of administrative mechanisms 
to determine the ones likely to be most efficient in the 
Canadian context. 


As stated above, the purpose of an affirmative action 
program is to counteract the systemic barriers that 
women, Native people, and the disabled encounter in the 
labour market. Recruitment patterns, educational and 
other qualifications, and other established employment 
practices tend to screen out these groups from training, 
entry, and promotion. Human rights legislation can 
combat the deliberate barriers against participation, but 
systemic discrimination requires a more precise instru- 
ment to encourage the adoption of progressive employ- 
ment practices by firms. 


The importance of progressive employment practices 
is that they open the range of employment possibilities 
to target group members both in job entry and in access 
to advancement through the internal labour market of 
the firm. They thus avoid the common error of providing 
access to employment while leaving in place barriers to 
mobility and career development. Finally, they go 
beyond the limits of the case-by-case approach. They 
are consistent with the merit principle of human 
resource management and emphasize the need for 
labour/management cooperation. 


A progressive employment practices approach begins 
with an employer committing the firm to a results-ori- 
ented human resources program, not unlike those com- 
monly used for the marketing or financial control areas 
of the firm. Based on an intensive audit of the work 
force and employment systems, the employer eliminates 
systemic discrimination by substituting non-discrimina- 
tory employment practices for those having an adverse 
impact. This ensures that employment practices support 
rather than hinder the efficient operation of the firm. 
Special measures are developed to ensure correction of 
the effects of past discrimination. In some cases, these 
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compensatory measures may require prior approval by a 
Human Rights Commission. Goals and timetables 
designed to permit companies to track changes statisti- 
cally and to make adjustments when necessary, are 
integrated into corporate management systems. 


As noted in Chapter Five, human resource planning 
within large firms is becoming far more common than in 
the 1960s and early 1970s. This development should 
facilitate the incorporation of affirmative action compo- 
nents into firms’ overall human resource plans. Our 
approach is essentially a strategy for incorporating plans 
for both hiring and promoting target groups as part of 
the human resource planning process. Such an 
approach, undertaken by the employer to fit into the 
firm’s overall needs and objectives, is based on the 
principles of corporate planning and involves both man- 
agement and labour. 


Federal experience with the promotion of voluntary 
affirmative action has demonstrated that while employ- 
ers may be sympathetic to the objectives, they are 


reluctant to make corporate commitment unless they 
know that their competitors are also moving in the same 


way. Other reasons may include the still-limited attention 
paid to human resource management in the corporate 
planning process, the failure to grasp the implications of 
labour market trends and educational profiles (especial- 
ly of women) and continued traditional attitudes 
towards women’s roles and biases against minorities. 


There is evidence that some form of regulatory 
requirement to adopt progressive employment practices 
would represent the most economically efficient mech- 
anism to achieve the goal of integrating target 
groups, particularly if used in concert with other policy 
instruments to influence supply and demand. In spite of 
flaws in the U.S. programs, preliminary results of U.S. 
research indicate that affirmative action measures have 
improved employment and earnings of black men and 
white women with higher levels of education, and, to a 
smaller degree, have helped white women with lower 
levels of education. The U.S. programs have clearly 
raised the level of human resources planning and 
in-house training by firms, often to the benefit of non- 
target as well as target groups of employees. 


Initially the U.S. program was based on quotas which 
were very crudely determined and set, and was focused 
largely on attainment of these quotas rather than on 
problems with the employment practices of firms. It was 
administered by 16 agencies until 1978, when compli- 
ance became the responsibility of a single agency. Based 
on the preliminary evidence it would seem that many of 
the difficulties which arose in the United States could be 


avoided by focusing on the employment practices of 
firms and by using a single agency staffed by personnel 
well grounded in business practices. 


Experimentation is now being undertaken within 
three departments and one corporation of the Govern- 
ment of Canada to assess mechanisms by which progres- 
sive employment practices can be instituted within the 
government. The results of this experimentation should 
prove most useful, not only in the further expansion of 
the public service program, but also in assessment of 
mechanisms appropriate for the private sector. As a 
major employer the federal government should proceed 
with this experimentation as rapidly as possible. 


With respect to the private sector, the government 
should increase the resources available to provide infor- 
mation, technical advice and training to encourage 
employers to modify employment practices to provide 
increased opportunities for adult women, Canadians of 
Native ancestry and those with physical or mental 
disabilities. Given the prospect of a further accumula- 
tion of evidence that firms in the private sector continue 
to consider themselves unable for competitive reasons to 
adopt progressive practices with the speed and determi- 
nation that the situation clearly requires, the govern- 
ment should also press forward as rapidly as possible 
with further analysis, research and discussion related to 
mechanisms that would be used to bring about the 
needed results. 


As progressive employment practices spread and de- 
velop, employers will require increased assistance to plan 
for the hiring and training of target group members and 
to locate potential target group employees. Thus the 
CECs must be in a position to maintain a registry of 
target group clients and to refer these clients to employ- 
ers. These registries must accurately reflect the availa- 
bility of individuals with the requisite skills and must 
permit rapid access by the referral counsellor. Two steps 
are required: an efficient mechanism, acceptable to the 
Canadian Human Rights Commission (CHRC), must 
be developed and an adequate supply of appropriately 
skilled (or potentially skilled) clients must be identified 
for the registries. 


Although Section 15 of the Canadian Human Rights 
Act and Section 139(b)ii of the Unemployment Insur- 
ance Act permit collection of data about sex, physical 
disability and race in support of special programs, there 
have been considerable problems associated with the 
development of an acceptable registration system. To 
ensure that CEIC can meet the needs of firms setting up 
progressive employment practices, it is imperative that 
the Commission develop a workable and acceptable 
system as soon as possible. The mechanism which 


emerges should be adaptable to rapid-access placement 
systems such as MOPS and JOBSCAN, described in 
Chapter Five. The CHRC requires that necessary data 
relating to progressive employment practices be separated 
from information used for standard referral services. This 
requirement must not result in a clumsy, time-con- 
suming mechanism. Such an outcome would negatively 
impact on Commission resources, counsellors’ attitudes 
and, potentially, employers’ costs. Special efforts are 
clearly necessary to find an adequate solution to this 
problem. 


Once a system is in place it will be necessary to ensure 
a suitable supply to fill the registry. This will require not 
only identification of clients from the normal intake flow 
but also active recruitment of potential participants and 
the streaming of clients from training and counselling 
programs. 


Employment Development. Finally, removing system- 
ic barriers and providing programs to support workers to 
successfully enter the labour force will have a positive 
impact only where the labour market is capable of 
producing a demand for workers. Some target group 
members, especially Native people, live in areas of low 
economic activity, making employment development 
measures necessary. These measures to expand employ- 
ment opportunities in underdeveloped areas and among 
underutilized people (in both urban and non-urban 
areas) must be handled within the general context of 
community economic development, developing the 
capacity of the group or the community toward greater 
self-reliance over the long term. 


When short- and medium-term job creation programs 
are used, they must be integrated into longer-term de- 
velopment plans of the community, in addition to pro- 
viding temporary relief from unemployment. These are 
described in more detail in Chapter Eight. 


Encouraging Flexibility. A policy area related both to 
employment systems and target group needs is the 
encouragement of flexible working conditions. Tradi- 
tionally, part-time and part-year workers have been 
assumed to have only marginal attachment to the labour 
force. Yet the current growth in part-time/part-year 
employment and other flexible work arrangements such 
as job rotation, commuting to remote employment, job 
sharing, etc., together with the requirement to utilize the 
qualified pool of labour that may not be available for 
traditional work arrangements, has implications for 
policy. 


One in eight working Canadians (13 per cent in 1979) 
are in part-time or part-year employment and 70 per 
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cent of these are women. The average growth rate of 
part-time employment has been substantially higher than 
the rate for full-time employment. Many parents with 
young children, older workers, pensioners and disabled 
people express interest in part-time employment. Demo- 
graphic trends suggest that alternate patterns of employ- 
ment will probably become even more popular, as there 
will be increased numbers of older workers able to 
extend their working life. 


The job rotation, commuting and job sharing arrange- 
ments that have been developed in resource projects in 
isolated areas and in the North provide a means for 
Native people to participate in the work force and still 
maintain their traditional community/family activities, 
thus minimizing social dislocation. As Native people 
seek to reach a compromise with resource development, 
flexible alternate organization of work can play a sig- 
nificant role in their adjustment. 


Alternative work schedules such as part-time and 
work-sharing would permit more disabled persons to 
participate in the labour force. Those requiring a spe- 
cialized environment to function productively would also 
benefit from flexible work arrangements that would 
permit work at home, flexible hours, restructured jobs, 
etc. 


To facilitate the flexible organization of work, the 
Task Force recommends that a number of factors be 
modified. The minimum contributory period for both 
Canada Pension Plan and Unemployment Insurance is 
an obstacle for many part-time workers. The qualifying 
requirements should be further reduced or eliminated by 
defining acceptable “permanent” or “regular” part-time 
work to allow workers to contribute according to the 
number of hours worked or to their earnings. Other 
pension plans, including the federal Public Service 
Superannuation Plan, could also be made proportional. 
Wages and accumulation of seniority should be propor- 
tional to the hours worked, with full-time work as the 
basic reference point. 


Measures to encourage alternate work arrangements 
should be supported by flexible management in the 
provision of training, support by unions and technical 
assistance to firms prepared to modify the workplace. 
Governments should assure availability of support ser- 
vices for people with special needs. Examples are remov- 
al of physical barriers in the workplace and provision of 
technical aids to compensate for disability, transporta- 
tion for the disabled and day care for workers with 
young children. 


Conclusions 


The greatest areas of growth in the labour force in the 
1980s will be the increased participation of adult 
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women, and from young Native people reaching labour 
force age. Disabled workers continue to face employ- 
ment barriers and a portion of young people and older 
workers experience long periods of unemployment. 
Because it is critical that we achieve high levels of 
growth in the 1980s, labour market policy must be 
aimed at making full and efficient use of the existing 
labour force. To do this, labour market policies should 
be directed at improving the employment situation of 
these target groups—women, Native peoples, disabled 
people, youths and older workers—and these policies 
should be fully integrated into the mainstream of labour 
market policies and programming. It will not be suffi- 
cient to leave programs directed at target groups as 
add-ons, as discretionary elements or as goodwill 
gestures. 


Labour market policies related to target group mem- 
bers should be directed at two basic levels. The first is 
entry to employment, the key issue being to get people 
into jobs. The second level should be directed to provid- 
ing opportunities to target group members to advance in 
their jobs. For both levels, these policies should be 
focused primarily towards demand-side interventions, 
supported by training, improved labour market informa- 
tion and supports. 


Our analysis has led to a number of major conclusions 
about the measures required to improve the labour 
market position of target group members. 


e Special intensive counselling services should be sup- 
plied to target group members for career planning 
and for adjustment and support assistance. This 
service must have access to the regular employment 
services and also be able to utilize the broader 
community resources. 


e Wider availability of employment support services 
such as post-employment counselling, child care, 
transportation, and various forms of adjustment 
assistance will be necessary to ensure that target 
group workers become successfully established in 
employment. This will require the cooperation of all 
levels of government and community agencies. 


e An integrated information strategy should be 
designed to provide information to target group 
members and to counsellors, schools, parents and 
communities on the range of employment and train- 
ing opportunities and trends. 


e Training programs should be designed to improve 
opportunities of target group workers both for entry 
to employment and for advancement on the job. 
Entry-level training should be more directly related 
to employment and special allocations of training 


funds should support the demand-side initiatives 
and career development initiatives outlined below. 


Deep wage subsidies can be used to encourage 
small employers to employ and train members of 
target groups, the length and degree of support 
being related to the level of entry difficulties faced 
by the workers. 


Wage subsidies to encourage employers to move 
women into non-traditional occupations should be 
expanded to cover a wider range. 


Employment development measures should be han- 
dled within the general context of community eco- 
nomic development, and should be aimed at de- 
veloping the capacity of the group or the 
community. 


Flexible alternative arrangements of work should 
be encouraged to aid in the employment of those 
who may not be able to participate in traditional 
work arrangements. 


In addition to the above measures, the Task Force 
has concluded that additional steps to ensure the 
adoption of employment practices which promote 
the hiring and advancement of the rapidly expand- 
ing groups in the labour force, are urgently 
required. Although we are convinced of the need for 
action as soon as possible, further work is required 
to determine and develop the appropriate mech- 
anisms. 


Improved absorption of target group members into 
the labour market will be critical to a smoothly func- 
tioning economy in the years to come. To the extent that 
these groups acquire a greater diversity of skills and 
experience thus improving their position in the labour 
market, equity will be increased, labour market adjust- 
ment processes will occur more smoothly and the econo- 
my will adapt more easily to changing technology and 
changing demand. In this situation a realignment of 
policies will assure that the goals of equity and efficien- 
cy are mutually supportive. 


This chapter has drawn on a number of technical papers prepared for 
the Task Force. The discussion of women benefitted from papers by 
Carole Swan (‘Women in the Canadian Labour Market”), Heather 
Menzies (‘Women and the Chip” [prepared jointly for the Task 
Force and the Institute for Research on Public Policy and published 
by IRPP] and “Informatics Case Studies”), Elizabeth Humphreys 
(‘Technological Change and the Office”) and Leah Cohen (“A Review 
of Women’s Participation in Non-traditional Occupations”). The 
discussion of Native people drew from three papers by Stewart J. 
Clatworthy (“Patterns of Native Employment in the Winnipeg Labour 
Market”, “The Effect of Education on Native Behaviour in the Urban 
Labour Market,” and “ Indian Women in the Urban Market: Issues 
and Options”). Discussion of the disabled and of older workers drew 
from papers by Frank K. C. Sampson (‘Issues Related to the Labour 
Force Position of Disabled Workers” and “The Labour Force Position 
of Older Workers”). Discussion of affirmative action policy benefitted 
from a paper by D. Rhys Phillips (‘Affirmative Action as an Effective 
Labour Market Planning Tool of the 1980s”). Also useful in this 
chapter was a paper by Paul Mercier concerning non-traditional 
work arrangements (“Aménagements non traditionnels du temps 

de travail”). 
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Chapter Seven 


Influencing the Structure of Demand 
for Labour: Indirect Intervention 


Historically, the federal government has played a major 
role in influencing the nature and structure of employ- 
ment in Canada. Government has intervened extensively 
in markets to influence the level, location and type of 
work available to Canadians. 


The earliest and until the last 20 years the most 
important policy for influencing Canadian employment 
was the maintenance of high tariff levels. In the period 
between 1886 and 1947, Canada maintained tariff levels 
at approximately 30 per cent, a comparatively high level 
by international standards. The key objective of these 
high tariff rates was to increase employment in Canadi- 
an manufacturing and processing industries. In some 
cases the Canadian market was protected to enhance the 
capacity of our industries through influencing the fur- 
ther processing of our raw materials. In other cases the 
objective was to encourage import substitution activities. 
In the latter context, “infant industry” arguments were 
frequently used, the belief being that the new domestic 
enterprises established because of tariffs would eventual- 
ly grow to achieve economies of scale and be competitive 
by world standards. 


While Canadian tariffs still remain high for a devel- 
oped country, participation in the various rounds of 
GATT negotiations since 1947 has resulted in marked 
reductions. By 1980 tariffs had declined to an average 
rate of about 14 per cent. As a result of the recent 
Tokyo Round, Canadian tariffs will be further reduced 
to an average rate of approximately 9 per cent by 1988. 


The reduction in protection has been accompanied by 
a rapid increase in other approaches by the federal 
government to create and maintain employment. These 
alternative approaches can be subdivided into two broad 
categories: subsidies (the explicit or implicit commit- 
ment of cash outlays) and tax incentives. 


The recent experience in the provision of subsidies to 
industry is summarized in Table 7-1. Cash grants by the 
Departments of Industry, Trade and Commerce and 


Regional Economic Expansion and by the National 
Research Council have been in the order of $250 million 
annually. While these grants have included objectives 
such as enhancing technological development, influenc- 
ing the geographic location of industry and assisting 
small business, a key underlying concern is enhancing 
employment opportunities for Canadians. 


Substantive assistance is also given in the form of 
subsidized loans, as indicated in Table 7-1. New loans 
extended through IT&C totalled approximately $270 
million in 1979. Incremental annual financial commit- 
ments of the federal government to the Federal Business 
Development Bank and the Export Development Corpo- 
ration have been increasing by about $300 million. 


The extensive use of tax concessions to influence 
employment in Canada is summarized in Table 7-2. 
While the totals are quite high ($1.2 billion in 1976, 
$1.8 billion in 1979) the data overstate the total “tax 
expenditures” that were initiated solely to increase 
employment. In many cases the concessions were 
instituted for industries needing to attract foreign capi- 
tal, to bring their taxes in line with those of competitors 
abroad. 


A quantitive comparison of Canadian incentives with 
those of other countries is difficult because of non-com- 
parability of data. For this reason, a major exercise is 
now underway by the OECD to produce comparable 
data for member countries. 


While the foregoing subsidies and tax incentives are 
indirect instruments which represent the primary federal 
involvement in enhancing the demand for Canadian 
labour, in the last ten years a variety of direct employ- 
ment programs has been introduced. The indirect pro- 
grams rely on firms to act as agents to convert assistance 
into employment benefits, whereas in direct programs 
the federal government acts as the employer. The trans- 
lation of public sector costs to employment benefits 
could be conceptualized as shown in Figure 7-1. 
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In this chapter we focus specifically on the indirect late the demand for labour in regions and industries 
programs. Direct assistance programs are discussed in with excess supply. 


detail in Chapter Eight. ¢ Low growth rates are projected in eastern Canada. 


As we head into the 1980s, with the probability of While excess labour supply is likely both in met- 
excess demand for labour in many markets and with the ropolitan and non-metropolitan areas, the problems 
recent trend toward slower growth rates in productivity, are certainly more acute in the latter. 


two concerns emerge: the need to release labour from 
low productivity uses and the concern that all Canadian 
geographic regions should share in the anticipated 
growth. Because of the importance of the array of 
restrictions, subsidies and tax incentives influencing the 
structure and nature of employment growth, the Task 
Force considered it important to examine these instru- 
ments although in many cases employment is not the 
primary objective. 


e Labour surpluses are also expected in several tradi- 
tional industry sectors. Domestic production in 
manufacturing sectors faces stiff competition from 
off-shore producers, particularly those in Third 
World countries. In some cases, foreign competitors 
receive very substantial government subsidies. A 
decrease in automotive employment can be 
anticipated because of changed demand patterns, 
technological change and strong import competition 
from off-shore producers. 


Nature of the Problem At the same time, labour shortages are forecast in 


The anticipated directions for the Canadian economy in western Canada and in high-growth industrial sectors. 
the 1980s outlined in Chapter Four provide a general In the absence of government intervention to retain 
context for the need for employment programs to stimu- employment in areas of excess supply, market adjust- 
Table 7-1 


Major Direct Financial Assistance to Industry Having Employment Implications (all expenditures in $ millions) 


LOTOP I PLT 12/73 73/74 74/75 75/76 76/77 77/78 78/79 


Cash grants 


ITC. SBIEP 45.2 48.8 48.3 57.5 48.0 39.0 44.9 43.2 Da P- 
SIAP 13.7 10.2 dee) 34.5 45.0 58.0 68.0 54.6 59.2 
EDP 1331 27.4 26.5 25.) 29.5 26.9 25.4 34.5 24.2 
IRDIA 30.1 313 Bio 30.4 26.5 SAU, 45.9 16.4 — 
DREE -RDIA 60.3 101.9 85.9 101.8 99.0 86.5 81.8 78.2 66.9 
NRC - IRAP 6.9 8.4 10.7 123 14.7 16.0 14.5 15.4 20.7 
Total 169.3 228.0 234.8 262.0 262.7 259.4 280.5 242.3 22342 


Loans (actual per year) 


TEC —...DIPP 6.6 9.4 5.6 Tes 6.8 ne Se, 4.3 6.0 
EDP! 4.2 DES, 
SBLA ZL 28.4 32.0 39:9 81.2 90.1 96.4 176.2 258.6 
Total 28.9 31.8 37.6 47.4 88.0 96.0 101.9 184.7 269.9 


Direct Investment in Crown Corporations (incremental annual commitment) 


FBDB? 65.1 51.4 56.2 106.2 236.4 197.0 307.0 241.0 267.0 
EDC 80.9 118.0 123.9 141.4 93.1 357.4 202.0 84.0 50.8 
Total 146.0 169.4 180.1 247.6 DL Pe 554.4 509.0 325.0 317.8 


Abbreviations: ITC (Industry, Trade and Commerce, Dept.); DIPP (Defense Industry Productivity Program); SIAP (Shipbuilding Industry, 
Assistance Program); EDP (Enterprise Development Program); DREE (Department of Regional Economic Expansion); RDIA 
(Regional Development Incentives Act); SBLA (Small Business Loans); FBDB (Federal Business Development Bank); EDC (Export 
Development Corporation). 


'The EDP program replaced a number of previous programs. These included PAIT (Program for the Advancement of Industrial Technology). 
2Prior to October 1975, Industrial Development Bank. 


Sources: Public Accounts of Canada. Annual Reports of: Department of Industry, Trade and Commerce; Small Business Loans; Export Develop- 
ment Corporation; Federal Business Development Bank. 
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Table 7-2 


Government of Canada — Tax Expenditures 
Which Stimulate Employment 


Estimated amount 
(millions of $) 


1976 1979 

Manufacturing Sector 

Lower corporate tax rate on manu- 

facturing and processing profits 280 400 

Investment tax credit on manu- 

facturing and processing assets 40 225 

Two-year write-off of manufacturing 

and processing assets 320 425 

Excess of tax depreciation over 

book depreciation 70 100 
Research and development 

Immediate write-off of research 

and development expenditures 40 65 

Additional research and development 

allowance _ 35 

Investment tax credit on research 

and development — 50 
Labour force 

Employment tax credit 7 75 
Income maintenance 

Exemption of clothing and foot- 

wear from sales tax 465 440 
Total 16215 1,815 


Source: Dept. of Finance, Government of Canada Tax Expenditure 


Account, December 1979. 


ments would be brought about through falling wages 
and income and rising unemployment in these areas, and 
rising wages and income in areas of surplus demand. 
Over time, through migration and changes in relative 
prices of output from low and high growth regions, there 
would be a release of labour from low to high growth 
regions and sectors, resulting in a new equilibrium. 
Differential unemployment rates and wage rates be- 
tween regions would still remain, however, because some 
workers in surplus areas and industries would attach 
psychic values to continuing to live and work in their 
traditional areas in spite of higher unemployment and 
lower wages. 


Against the foregoing background, the government 
intervenes for three reasons. 


e Labour in surplus areas can be utilized more effi- 
ciently. It takes time for labour to migrate, and 
some workers are extremely reluctant to move (e.g., 
older workers and those with significant housing 


investments). Consequently, there can be net gains 
in national output from maintaining a certain level 
of demand in these areas. That is, Canadians as a 
whole will be better off as a result of some govern- 
ment transfers to stimulate demand. 


e Economic activity can be distributed in a manner 
that is socially acceptable. Over and above the need 
to stimulate demand in surplus labour areas for 
productivity reasons, there can be a further need to 
avoid substantive population shifts because of the 
great danger of social and political tensions. 


e Strength in certain industrial sectors must be main- 
tained for strategic reasons. In many instances the 
federal government has subsidized production in 
industrial sectors (e.g., in several cases in the aero- 
space industry) when clearly there has been a net 
sacrifice in the level of national output. These 
activities can be justified for non-economic reasons 
such as producing defence goods and maintaining a 
presence in high-technology industry. 


Thus federal government intervention to stimulate 
labour demand in regions or industries of surplus supply 
involves highly complex trade-offs between productivity 
goals and distributional and strategic goals. 


Having reviewed the nature of the general consider- 
ations with respect to the indirect influencing of labour 
demand, we will focus now on guidelines for effective 
intervention. Our analysis addresses two fundamental 
questions: when and how should the government 
intervene? 


The level of intervention should not result in unneces- 
sary transfers to the firms. We consider that the effec- 


Figure 7-1 
Costs and Benefits of Demand Intervention 


Public Sector 
Costs 
Indirect Direct 
Assistance Assistance 


Private and Public 
Sector Enterprises 


Employment Creation 
and Maintenance 
Benefits 


its 


tiveness of intervention will vary greatly, depending on 
the particular instrument being utilized (e.g., tax 
concessions, cash grants, and so on) and the characteris- 
tics of the firm. 


When to Intervene 


The federal government pursues active labour market 
policies primarily for two reasons. 


e It intervenes to improve overall welfare through 
increased output and employment. While some 
Canadians may gain and others lose, intervention 
should result in net gains for the economy as a 
whole. 


e It intervenes to improve the distribution of welfare 
among Canadians. Alleviation of the disparities 
between different groups is one of the key goals of 
government policy. In these cases, improved distri- 
bution may warrant a net overall cost. 


All government policies have both efficiency and 
equity implications. The programs discussed in this 
chapter, although used primarily to influence the level of 
output, also have a significant effect on the distribution 
of incomes. Conversely, programs with equity as their 
primary focus, described in Chapter Six, also have an 
impact on the aggregate level of welfare. In both cases, 
the distributional effects and the effect on overall effi- 
ciency must be recognized and evaluated. This can be 
accomplished by analyzing separately the various costs 
and benefits, and their distribution, arising from par- 
ticular programs and kinds of intervention. 


Several types of benefits may result trom government 
intervention aimed at influencing the demand for labour 
indirectly. Given the focus of the Task Force, we have 
concentrated our analysis on the net gains to employ- 
ment and output. In this context, the net gain as a result 
of the government involvement is simply the “value” of 
the output of labour in the new activity less the “value” 
in the activity forgone.! 


In general, the “value” of the output of labour in a 
new activity is just the wage rate. In a few circum- 
stances, labour is hired for its direct services and the 
value of its output can be measured in a straightforward 
manner. For example, when a homeowner hires a paint- 
er at a mutually acceptable fee to paint his house, the 
fee represents the value of the painter’s services to the 
homeowner. This provides a very direct measurement of 
the value of output. 


' The presentation of the economic framework associated with influencing the 
demand for labour is highly complex and involves considerations beyond those 
presented in this chapter. For the interested reader, a more comprehensive 
description is included in Appendix A. 
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In most cases, however, the demand for labour is a 
derived demand and there is no direct measure with 
respect to the value of its product. Both direct and 
indirect measures are involved in valuing labour output. 
For example, a paint manufacturer will only decide to 
hire more workers to expand production if the price 
customers are willing to pay for his additional output of 
paint covers all his incremental expenses. These include 
not only increased labour costs but an adequate return 
on incremental investment in plant and equipment, 
increased selling and administrative expenses, incremen- 
tal utilities required, and the additional input materials 
needed for production. The firm will only hire more 
workers if their contribution to output is worthwhile in 
relation to all of the interrelated issues. 


The wage still would represent the best measure of the 
“value” of the worker’s output. The net gains as a result 
of employing the labour involve deducting from the 
wage the “value” of the alternative output forgone. The 
latter is referred to by economists as the “opportunity 
cost” of labour. This concept, while fundamental to the 
economics profession, is very frequently misunderstood. 
Two examples from Samuelson and Scott (1968) illus- 
trate the principle: 


Some of the most important costs attributable to 
doing one thing rather than another stem from 
forgone opportunities that have to be sacrificed in 
doing this one thing. Thus, Robinson Crusoe pays 
no money to anyone, but realizes that the cost of 
picking raspberries can be thought of as the sacrif- 
iced amount of strawberries he might otherwise 
have picked with the same time and effort. The 
sacrifice of doing something else is called “‘oppor- 
tunity cost’. Note that it exists even if he loves to 
spend that hour in doing both kinds of picking and 
recognizes not the slightest disutility or sweat in 
performing that type of work....If my labour in 
wheat could have been used in rye or even in some 
other man’s wheat patch, then its value in those 
uses has to be met or I shall not continue to supply 
it to my own wheat patch. For these reasons, full 
competitive costs intimately involve opportunity 
cost. The latter is an important concept, which 
involves much more territory than does the notion 
of implicit costs. (p. 514) 


Permanent Employment 


To illustrate the quantitative impact of the net gains 
from increasing the demand for labour, consider the 
implications of creating new permanent jobs. Filling 
these job vacancies will result directly or indirectly in 
one or a combination of the following three effects. 


¢ The participation rate increases as new workers 
enter the labour force. 


¢ Workers move from other employers and output 
decreases elsewhere. 


e Workers move from the unemployed pool. 


We would expect the net benefits from the first two 
possibilities to be modest. New participants enter the 
labour force because the likelihood of finding work has 
increased marginally. Similarly, in the vast majority of 
cases workers change jobs for only minor gains in 
remuneration. 


In the case of hiring from the unemployed, the calcu- 
lations are more complex but we conclude that here, too, 
the gains will be modest. Hiring an unemployed worker 
should not be thought of as resulting in a net reduction 
of unemployment. When an unemployed worker is hired, 
the individual’s alternatives would otherwise, over time, 
have consisted of sequential periods of employment and 
unemployment. The net result is an increase in the 
probability of those workers who endure unemployment 
spending a higher percentage of their time in employ- 
ment. Wages increase marginally and there is conse- 
quently some disappearance of employment opportuni- 
ties. There are however some overall benefits from this 
sourcing since there is some reduction in the UI burden. 
Hence the gains in this case are somewhat greater than 
those described above. 


Based on our preliminary examination of Canadian 
experience, including historic sourcing patterns, we con- 
clude that the ongoing net gains from permanent 
employment creation in markets characterized by excess 
supply of labour are in the order of 10 to 15 per cent of 
the wage bill. There are, of course, circumstances under 
which the gains can be greater or less than this amount. 
We will discuss some examples in the next section of this 
chapter. 


In the short run the gains from the incremental 
creation of permanent jobs can be considerable, particu- 
larly in thin labour markets with an over-supply of 
workers. The creation of new employment opportunities 
in this case can draw very significantly from the stock of 
unemployed workers in the local area. Over time, how- 
ever, with the existence of very substantive in- and 
out-migration, unemployment rates will be re-estab- 
lished in historic relationships with other regions. Thus 
from initial gains of approximately 60 to 80 per cent of 
the wage bill, the benefits from employment creation 
will gradually decline over a period of one to two years 
to the long-run equilibrium level as indicated in Figure 
7-2. Our analysis suggest this to be about 10 per cent. 


Hence, the Task Force emphasizes that the benefits 
from employment creation should be viewed in a dynam- 
ic context. It can be seen that the overall benefits of 
creating permanent jobs, when both the long- and short- 


Figure 7-2 
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run effects are taken into consideration, are typically in 
the order of 10 to 15 per cent. 


For elaboration of the concepts described above, the 
reader is again referred to the appendix to this chapter. 


Up to this point we have been using the phrase 
“opportunity cost” to indicate the value of the alterna- 
tives that workers forgo in accepting new employment. 
This concept is referred to by economists as the “social 
opportunity cost of labour.” From the perspective of 
Canadian society, it represents the value of a composite 
package (gross-of-tax wages, UI payments, the value of 
non-market time and so on) that are given up when a 
worker accepts a new position. 


The concept of the social opportunity cost is frequent- 
ly clouded by several misperceptions. One is the “‘zero 
opportunity cost” argument whereby many proponents 
of government intervention justify involvement on the 
basis that additional employment results, either directly 
or indirectly, in a corresponding reduction in the unem- 
ployed. Another is the “forgone output” argument 
whereby many analysts suggest that the appropriate 
economic costs of employing a worker is the wage that 
he forgoes in other employment. 


A recent claim by a member of the Ontario legisla- 
ture for Lanark reflects a common view regarding the 
implicit social opportunity cost for labour: 


Wiseman says Lanark residents have little to com- 
plain about. In five years, 89 loans worth more than 
$15 million have been poured into manufacturing 
and tourist industries to create more than 3,600 
jobs. (“Opponents seek to end 81 years of Tory 
rule,” Ottawa Citizen, March 1981, p. 51.) 
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The reader is left with the impression that the 3600 
persons employed in ventures supported by government 
aid would have otherwise been unemployed and produc- 
ing nothing. That is, the implicit assumption that the 
social opportunity cost is zero. A much more appropri- 
ate beginning point is to assume that the social opportu- 
nity cost is the worker’s before-tax wage and to make 
adjustments from there. 


The zero opportunity cost argument is probably most 
often applied to those cases where unemployed workers 
are hired. However, we indicated earlier that unemploy- 
ment should be considered in a dynamic as opposed to a 
static context. We illustrated that workers who are not 
employed permanently pass through states of employ- 
ment and unemployment with great regularity. Thus, in 
hiring an unemployed worker, one is asking him to give 
up the alternative earnings of his normal employment 
and unemployment experiences. Canadians employed in 
forestry, fishing, tourism and construction represent 
typical examples of workers who are intermittently 
employed. Again, clearly in these cases the social oppor- 
tunity cost of labour is significantly greater than zero. 


To further illustrate the inapplicability of the zero 
opportunity cost assumption, consider farm workers in 
Canada. For many years there has been a continuing 
migration from rural to urban areas of the country. This 
migration has continued despite a perceived need for 
additional workers at the prevailing wage. Thus even in 
a sector of the economy where the labour force has 
decreased sharply, the social opportunity cost is signifi- 
cantly greater than zero. 


The Task Force suggests that it is most appropriate to 
assume that the social opportunity cost is much greater 
than zero and the analysis of the benefits of employment 
creation should be based at the start on the premise that 
it is close to the prevailing wage. 


In some cases the wages in forgone employment may 
be an underestimate of the true opportunity cost of 
labour. This will be particularly true in remote areas 
where a premium is required to compensate a worker for 
conditions of isolation, deprivation of social amenities 
and a harsh working environment. For example, evi- 
dence from the construction of the Churchill Falls power 
project, where the wage rates were very much higher 
than those prevailing for similar occupations in New- 
foundland, indicates that a large premium was required 
to attract workers to the project. Despite the premium 
paid, turnover rates were very high. The average dura- 
tion of employment spells at the dam site was less than 
six months. Also, insufficient workers were found in 
Newfoundland and about 30 per cent of the work force 
had to be “imported” from Quebec. 
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The discussion so far has concerned the anticipated 
benefits from creating permanent employment in areas 
of excess labour supply. Additional insights are needed 
in considering the implications of employment benefits 
from stimulating employment in some special cases. 
These are: 


¢ the creation of intermittent or temporary employ- 
ment; 


e the asymmetry that exists between creating and 
maintaining employment opportunities; and 


° the creation of employment opportunities for spe- 
cial subgroups of the population. 


Temporary Employment 


As noted in Chapter Three, the Canadian labour market 
could be subdivided into two groups. 


e The “permanent sector” consists of workers who 
never or rarely experience unemployment. 


e The “temporary sector” consists of workers who 
experienced unemployment frequently and with 
great regularity. 


The temporary sector varies in size between geograph- 
ic regions but in the majority of cases represents be- 
tween one-fourth and one-third of the labour force. The 
economic impact of creating temporary jobs differs very 
significantly from that of creating permanent jobs. 


Consider a case in which three workers each produce 
$20,000 of ouput over a year. One works full time over 
the year, another puts in the same amount of time in 
more compressed periods over six months, and a third is 
able to produce the same annual output working for six 
months and putting in half the work time. In theory, the 
Canadian economy is indifferent between the three sit- 
uations, suggesting that there are no detrimental effects 
from temporary employment if productivity remains the 
same. 


In reality, however, workers who are employed for less 
than a year generally produce much less than a year’s 
output. If, for example, seasonal work employs two 
persons for six months and they spend the remaining six 
months unemployed, the overall productivity is half as 
much as it would have been had they been permanently 
employed, assuming that their hourly output is the same 
in each case. 


The worker’s incentive for accepting temporary 
employment is enhanced by two factors. First, unem- 
ployment insurance compensation ensures that his gross- 
of-tax remuneration will not decrease proportionately as 
his time employed is shortened. Second, progressive 
personal income taxes reduce the incentive for incremen- 


tal employment. That is, the worker’s well-being is 
determined by his annual “remuneration package”’ (net- 
of-tax wages plus net-of-tax UI benefits). However, 
while UI payments and decreased taxes represent ben- 
efits to the individual, they are costs to society. Thus 
there can be, from the latter perspective, major costs to 
temporary work. 


Our analysis suggests that considerable caution 
should be exercised in using programs to stimulate 
demand for temporary employment. Many of our sectors 
are very seasonal (e.g., fishing, forestry, tourism), while 
others are very cyclical (e.g., automotive, farm 
machinery). 


To obtain a measure of the costs and benefits of 
temporary job creation, the Task Force considered the 
historical data from two slow-growth regions of 
Canada — the Sherbrooke area of Quebec and the Cape 
Breton Island area of Nova Scotia. We found that in 
long-run equilibrium, the social opportunity cost of 
labour in average temporary jobs was about 150 per cent 
of the wage bill. That is, creating temporary jobs in 
these areas has the net effect of making Canadians 
worse off (to the extent of 50 per cent of the wage bill) 
than if intervention had not occurred. 


While creating temporary jobs would probably result 
in initial gains similar to permanent employment, the 
long-run effects (after one to two years) would be the 
losses described above. Each person-year of employment. 
created would require more than one worker to fill it. 
Hence, the number of labour force participants engaged 
in intermittent work would rise, UI payments would go 
up and taxes would be forgone. The time profile of gains 
and losses is represented in Figure 7-3. 


Figure 7-3 
Benefits and Costs of Temporary Employment 
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Creating vs. 
Maintaining Employment 


Plants are continually starting operations while others 
are closing. This simultaneous creation and destruction 
of employment opportunities is one of the primary con- 
tributing factors to frictional unemployment. There is a 
very important asymmetry between the economic ben- 
efits of creating employment and the economic costs of 
terminating employment. This asymmetry, which is not 
intuitively obvious to many observers, has important 
implications with respect to the federal government’s 
interventions in labour markets. 


Consider two simultaneous occurrences. One firm 
closes with 1000 employees losing their jobs, while at the 
same time a second plant opens in the same community 
employing 1000 workers. Our research suggests that 
these concurrent happenings result in a significant eco- 
nomic cost. Many employees from the shutdown firms 
will experience an appreciable period of unemployment. 
Some will have transferable skills meeting the needs of 
the new plant. Some will find jobs elsewhere in the 
community or gradually migrate out of the community 
to seek work. Still others will drop out of the labour 
force. Thus, compared with keeping the plant open the 
net costs to society from the plant closing will be high at 
first and decline through time as workers find other jobs, 
as is shown in Figure 7-4. 


In the case of the plant opening, some of the workers 
will be drawn from the plant that has just closed and in 
the short run great gains will be achieved because many 
of them would otherwise be unemployed. Other 
employees will have to be recruited from outside the 
community or from other employers. Little gain would 


Figure 7-4 
Asymmetry of Creating vs. Maintaining Employment 
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accrue as a result of hiring these latter employees 
because the firm would essentially have to bid them 
away from other employers outside the community and 
induce them to undertake the financial and social costs 
of moving. The gains from the plant opening are very 
large at first but fall rapidly to zero or become negative 
as the employer must seek labour from outside the 
community. 


Figure 7-4 has been drawn so that the total costs of 
the closure exceed the benefits of the opening. This net 
loss from the simultaneous opening and closure of the 
same type of plant represents the adjustment costs 
incurred by society — time lost due to unemployment 
plus relocation and retraining costs. 


Because of this asymmetry, there is some justification, 
other things being equal, to maintaining instead of 
creating equivalent jobs. Because in practice other fac- 
tors seldom equate, the analysis would suggest delaying 
the closing of plants somewhat beyond the point where 
disappearance would have occurred given normal 
market forces. 


Some Special Considerations 


Although our perceptions regarding the overall net ben- 
efits or costs for creating permanent or temporary jobs 
apply for the vast majority of Canadian employment 
situations, there are exceptions. Some cases exist where 
the benefits could be significantly greater than we have 
described. 


e Entry to some occupations is restricted to members 
of a union or professional association. (This is 
sometimes called the “protected sector’’.) This 
practice tends to create an artificial labour short- 
age, permitting workers to receive wages appreci- 
ably above the level that is just sufficient to induce 
them to accept the position. It follows that if output 
can be expanded beyond current levels, new work- 
ers would reap abnormal gains and the social op- 
portunity cost would be significantly less than the 
wage. A typical example is the creation of incre- 
mental jobs in automotive assembly. Automotive 
assembly does not involve highly skilled trades and 
wages are clearly above the level that the workers 
could command elsewhere. The willingness of work- 
ers to forgo wage increases in the recent Chrysler 
difficulties illustrates the losses that they perceive 
from the possibility of having to change employ- 
ment. Hence, if it were possible to increase the 
output of automobiles, appreciable gains would 
accrue to workers (i.e., their social opportunity cost 
is significantly below the wage). 


e¢ Major benefits can accrue when workers have dif- 
ficulty in participating in the normal labour 
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market. The problems experienced by several 
groups are discussed in Chapter Six. For these 
workers the social opportunity cost can be much 
less than we have described earlier. An example 
would be the federal government take-over of 
Canadair in the mid-1970s, which preserved the 
employment of the firm’s 1700 workers, many of 
whom were older workers who would have had 
difficulty finding new jobs. Because of the reduc- 
tion of activity, the work force had decreased from 
a peak of about 11,000 employees over a number of 
years. The average age of the company’s labour 
force (consisting primarily of skilled aerospace 
workers) was about 55 years. Evidence indicated 
that the most likely alternative employment for 
these older workers (e.g., driving taxis) would have 
resulted in a major loss in pay. Hence the social 
opportunity cost was well below the wage and the 
maintenance of employment resulted in appreciable 
economic gains. 


In other cases the benefits could be less (or the costs 
more) than we have described. 


e First, the estimates of net benefits in the order of 10 
to 15 per cent of the wage bill applies to incremen- 
tal employment creation in thin labour markets 
characterized by some degree of excess labour 
supply. Much smaller gains would be expected from 
creating jobs in high-growth or deep labour mar- 
kets. Creation of jobs in markets characterized by 
excess demand would result in social losses. 


e Second, unfavourable working conditions can make 
the wage an inappropriate indicator of the social 
opportunity cost. In our discussion of the “forgone 
output” argument, we have already indicated that 
the higher wages at remote work sites do not repre- 
sent gains to the worker but compensation for 
unfavourable circumstances. 


How to Intervene: General 
Considerations 


Earlier we indicated that the federal government utilizes 
a variety of indirect approaches to influence employ- 
ment. The effectiveness of generating and maintaining 
employment is dependent first on the instrument (e.g., 
tax incentives, grants, and so on) used by the federal 
government to influence decision-making in private and 
public sector enterprises, and second, on the characteris- 
tics of the firms being influenced. In developing a 
paradigm, we have subdivided the various indirect 
instruments to influence employment into three catego- 
ries: 


¢ restrictions (protecting Canadian employment by 
various tariff and non-tariff barriers); 


e incentives (influencing the employment decision- 
making of corporations by cash grants, concessional 
loans, guarantees, tax incentives and so forth); and 


¢ ownership (utilizing a subset of public sector enter- 
prises specifically for employment purposes). 


Figure 7-5 conceptualizes the indirect linkages be- 
tween resource costs and employment. 
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Incentives 


Incentives to influence the decision-making of firms and 
hence to encourage the creation of new jobs or mainte- 
nance of existing employment can be justified for a 
variety of reasons. As discussed elsewhere in this report, 
the social opportunity cost of employment may be less 
than the private sector wage bill and hence may provide 
a justification for intervention. Where the intervention 
represents an investment in human capital (e.g., through 
training programs), it frequently is highly uncertain that 
a particular private sector firm can appropriate the 
benefits from an investment in upgrading of skills. 


Three fundamental questions arise regarding incre- 
mental public sector involvement for employment crea- 
tion purposes. 


e Do the economic benefits exceed the economic 
costs? That is, are Canadians in aggregate better 
off as a result of the public sector involvement? 


e Has the cost of the intervention been minimized? 
That is, has there been an unnecessary transfer to 
the private sector for the particular change in 
investment behaviour induced? 


¢ Has the intervention been structured in such a way 
as to induce subsequent undesirable private-sector 
decision-making from the standpoint of maintaining 
employment? 


To address the foregoing questions and develop some 
preliminary comments regarding the desirability of 
alternative instruments, four incentives will be discussed: 
direct cash grants, concessional or “‘soft’’ loans, loan 
guarantees, and tax incentives (including accelerated 
depreciation). While all interventions have both equity 
(distribution) and efficiency (aggregate welfare) effects, 
the focus will be on the latter. 


In order to compare different incentives with respect 
to their effectiveness on generating employment, it is 
important, first of all, to put them on a comparable 
footing with respect to costs. It is futile to compare a 
loan guarantee with a tax incentive, for example, with- 
out being able to relate their comparative costs to 
Canadians. We have chosen to use “cash grant equiva- 
lent” dollars as a very appropriate means of relating the 
four types of incentives. Using the cash grant as a 
numeraire for comparison we can then relate it to the 
relative benefits. 


The “grant equivalent cost” of the other types of 
incentives is briefly as follows. 


e For concessional loans it is the present value of the 
interest rate subsidy. This subsidy is the difference 
between the “‘soft loan” rate from the government 
and what the firm would have to pay on a truly 
arms-length basis. 


e For guarantees (or contingent claims) it is the 
present value of the anticipated payoffs. 


e For tax incentives it is the present value of the taxes 
forgone. 


In making the above cost comparisons it is very 
important to use an appropriate discount rate to relate 
future government commitments (e.g., forgone taxes to 
current dollars or “cash grant equivalent”). The dis- 
count rate varies significantly with the risk involved. For 
example, a riskless asset such as Canada Saving Bonds 
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would have a discount rate of about 2 per cent real (net 
of inflation), whereas the discount rate associated with a 
corporation of normal risk would be in the order of 11 
per cent real. For firms of below average risk, the risk 
will be between 2 and 11 per cent. For firms of above 
average risk the discount rate will be above 11 per cent 
real. 


While an exploration of the issues associated with risk 
premiums clearly goes beyond the scope of this report, 
we can make certain comments regarding risk and the 
associated discount rates for the various instruments. 


e For tax incentives where the tax rate is altered, the 
discount rate would reflect the risk of the firm’s 
industry (e.g., 11 per cent real for firms having 
average risk). 


e For tax incentives in the form of accelerated 
depreciation and for widely diversified tax-paying 
firms, the appropriate rate is the riskless rate (2 per 
cent real). There is a virtual certainty that the 
company will reap the benefits and the government 
will bear the costs. 


e For loan guarantees, the probabilities of payoff are 
objectively evaluated and discounted at the riskless 
rate. 


e For concessional loans, the government cost is 
highly certain; hence discounting should be at the 
riskless rate. 


Having described an approach to reduce all incentives 
to a common denominator (grant equivalent dollars), it 
is possible to value different incentives packages. This is 
particularly important since inducements to corporations 
very frequently take the form of a mix of incentives. 


After costing the various incentives, it is necessary to 
consider the potential distortions introduced into the 
decision-making of private sector firms. Two types of 
distortions are of particular concern. 


e Adverse project selection refers to the selection of 
incentives that may influence the firm to choose a 
project that is not optimal from a social perspective. 


e Perverse operating inducements refer to the selec- 
tion of incentives that may influence the firm to 
make on-going operating choices that are not 
socially optimal. 


Because of the ease of relating to direct cash grants, 
they will be used as the basis of comparison for alterna- 
tive incentives for employment purposes. For cash grants 
we are concerned with the potentially adverse effects of 
“front-ending.” When the firm gets all the assistance in 
the initial time period, its incentives to persevere in 
subsequent downturns may not be as great as with some 
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form of continuing assistance. This disadvantage could 
be corrected in the case of cash grants by correlating the 
payout with the continuity of employment (i.e., holding 
back grants based on the firm fulfilling employment 
objectives). 


Tax incentives have a number of disadvantages. 


e They are not universally applicable. Many small 
entrepreneurial ventures are not tax-paying. 
Depreciation, tax shields, start-up expenses often 
mean that in their early years new firms are not 
taxable. 


e They are normally general, not specific, incentives. 
Considerable “waste” can occur because the incen- 
tives may provide unnecessary inducements to firms 
that would proceed on their own. 


e “Leakages” outside Canada reduce the effective- 
ness of these inducements. With 50 per cent of the 
Canadian manufacturing and mining sectors owned 
by U.S.- controlled firms, the net value of 
decreased Canadian tax rates is greatly reduced. 
Tax benefits in Canada result in increased taxes in 
the United States when funds are repatriated, the 
net result being a transfer from the Canadian to 
USS. treasury. 


e They are uncertain. That is, with values contingent 
on profitability, they do not compare favourably 
with grants when the expected values of the two 
instruments to the firm are the same. 


e They are capital-biased and very difficult to struc- 
ture in such a way as to relate directly to labour. 


Concessional loans and loan guarantees also have 
disadvantages for employment generation. 


e They are relevant to only a subset of potential 
applicants. For firms with ready access to capital 
markets, the value of concessional loans or guaran- 
tees are reduced markedly. 


e They can influence firms to introduce high debt 
loads in their capital structures, making them less 
capable of withstanding cyclical swings and of re- 
maining solvent. Unfortunately, labour will bear 
the costs of this induced higher risk. 


e Guarantees in particular can detract from the 
likelihood of the firm engaging in follow-on invest- 
ments that would generate additional employment. 
Because the value of the guarantee will go down as 
the firm increases its equity investments for expan- 
sions, there is a retarding effect on incremental 
investments. 


The latter disadvantage of loans and guarantees can 
be greatly reduced by structuring the instruments so 


that the government shares in the up-side gains as well 
as in the down-side losses. Taking warrants on the firm’s 
shares would be one way to ensure that the government 
will participate in any very high gains. Approaches like 
warrants tend to prevent the firm from accepting very 
high risk with labour ending up bearing the burden. 


Another means of reducing the problems associated 
with guarantees is to have the government stand behind 
only part of the debt. This approach would assist in 
bringing the objectives of the private and public sectors 
more into line. 


The foregoing evidence suggests that for the purpose 
of employment generation a cash grant would be the 
preferred incentive in the vast majority of circum- 
stances. To maximize the benefits of employment gener- 
ation by subsidiaries of foreign-owned firms, the grants 
should be made taxable. Their impact could be main- 
tained by establishing gross amounts to provide the same 
net-of-tax benefits. This treatment would be equitable 
for Canadian-owned and non-Canadian-owned compa- 
nies and would ensure that the transfers to foreign- 
owned firms do not just represent transfers through the 
firms to the tax burden in the home country. This 
approach would, of course, increase the incentives in 
relative terms to non-tax-paying firms, the majority of 
which would be Canadian-owned. 


Cash grants can be structured to influence the crea- 
tion and maintenance of job opportunities. By develop- 
ing a formula that relates the payout to the firm to 
initial employment and continuation of employment 
(e.g., through holding back a fraction of the grant based 
on performance), problems of “tilting” the firm’s deci- 
sion-making to capital-intensive processes can be 
alleviated. 


Restrictions 


The maintenance of employment has been a primary 
justification for the retention of tariff and non-tariff 
barriers. In this report we present only a brief examina- 
tion of the implications of quotas, without discussing the 
diverse array of other non-tariff barriers such as pro- 
curement policies, standards, and so forth. 


Tariffs and quotas have several disadvantages as 
methods of employment retention. 


e They tend to be general rather than specific instru- 
ments and cannot be aimed exclusively at specific 
firms and groups of employees. 


e The costs are not readily apparent because they are 
spread among large numbers of consumers. 


e The overall costs to Canadians are great. 


Tariffs have the overall effect of imposing costs on 
consumers to maintain employment in marginal firms. 
The net costs reflect both inefficiencies of some pro- 
ducers and reduced consumption due to higher prices. In 
addition, transfers are made from consumers to the 
more efficient producers as windfall gains, and to gov- 
ernment through tariff revenues. 


The Task Force has commissioned on-going research 
to document the economic costs associated with using 
tariffs for employment maintenance purposes. While 
this research is not complete, it clearly indicates that the 
cost-per-job of tariff policies varies considerably be- 
tween industry sectors and can be extremely high. The 
reduction or elimination of particular tariffs would 
result in the disappearance of a limited number of 
inefficient producers. The output forgone by these 
domestic firms will be made up in part by increased 
imports and in part by an expansion of existing efficient 
domestic producers. Two conclusions emerge. 


e The net reduction in employment would not be 
nearly as great as is usually feared. 


e The cost-per-job of utilizing tariffs to maintain jobs 
is frequently very high. 


While these conclusions hold in aggregate, it is true 
that particular pockets of employment (e.g., in remote 
communities and among workers having limited flexibil- 
ity to transfer) could be very seriously affected. In these 
cases, however, it would be much more preferable to use 
targeted subsidies to either employees or employers. In 
Chapter Eleven we discuss the creative use of adjust- 
ment assistance policies for these cases. 


Quotas provide significant protection from imports, 
and hence protect employment, in four major sectors of 
the Canadian economy: agricultural products, textiles, 
clothing, and footwear (Jenkins, 1980). Since agricul- 
tural quotas are closely linked to the activities of nation- 
al marketing boards designed to limit overall supply and 
improve farm incomes, they will not be discussed further 
in this report. Quotas against products in the other three 
sectors are designed primarily to protect employment in 
Canada and hence are of direct interest to the Task 
Force. Recent data indicate the following total employ- 
ment in each of the sectors: footwear — 16,800 (1978); 
textiles — 87,000 (1979); and clothing — 95,000 
(1979). 


In the case of footwear, a global quota was imposed in 
late 1977. A limit was established for leather and vinyl 
footwear (accounting for 85 per cent of the value of all 
footwear) at the level of historic imports in the 1974 to 
1976 period. It was not possible to obtain data regarding 
the employment protected and the economic costs 
associated with this quota. 


123 


Canada in weighing any Canadian investment opportu- 
nity against foreign possibilities. 


The major factors influencing investment decisions 
vary greatly between the above categories (see Table 
7-3). 


The needs of regional Canadian-owned firms for 
incentives or protection are the least difficult to deter- 
mine. These firms normally have very restricted access 
to capital markets and thus the level of assistance 
required can be determined by analyzing their anticipat- 
ed cash flows under different business risk scenarios. 


For Canadian interregional or national firms, the 
perceptions of interprovincial differences in political and 
economic risk must be added to the financial analysis. 
Two important points have been demonstrated with 
respect to political and economic risk. 


e Interprovincial differences are appreciable. 


¢ Corporate decision-makers are systemic thinkers 
and evaluate interprovincial differences in holistic 
terms. 


It has been found that for international firms, corpo- 
rate decision-making differs depending on whether the 
firms are focusing on Canadian or foreign markets. For 
those companies producing primarily for Canada, trans- 
portation or tariff barriers have normally segmented the 
Canadian market. In these cases an understanding of 
the evaluation of strategic considerations (e.g., main- 
taining or establishing a market position in Canada) has 
been found to be very important in determining the need 
for assistance or protection. Location decisions within 
Canada will still be dependent on the firm’s holistic 
assessment of interprovincial differences in political and 
economic risks. Depending on whether the importance of 
strategic factors is considered to be overwhelming, the 
financial analysis of the investment may or may not be 
of great relevance. 


For international firms focusing on foreign markets 
(companies having global or continental product man- 
dates), the Canadian market is of minor importance and 
hence strategic factors are not relevant to decision-mak- 
ing. The evaluation of Canadian investment alternatives 
in this case will be based on the financial analysis of the 
Canadian alternative supplemented by the firm’s holistic 
valuation of political and economic risk in Canada 
versus the foreign (usually U.S.) alternative. Again, 
location choice within Canada will include a consider- 
ation of quantifiable financial criteria supplemented by 
an evaluation of differential political and economic risk 
between provinces. 


The valuation of alternative incentives (cash grants, 
concessional loans, guarantees, and tax incentives) by 
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the private sector will depend on the firm’s access to 
capital markets and its tax position. 


Regional firms and national firms (see Table 7-3) 
would include a high percentage of companies with 
limited access to capital markets and in a non-tax-pay- 
ing position, which would favour cash grants, conces- 
sional loans and guarantees. The international firms and 
larger national firms would be expected to favour cash 
grants and tax incentives. Because of their ready access 
to capital markets, they would place a lower value on 
guarantees or concessional loans. 


In summary, the analysis of alternative incentives 
from the perspective of a range of private sector firms 
does not conflict with our earlier conclusion that cash 
grants represent the preferred type of incentive for 
influencing employment. The foregoing discussion illus- 
trates, however, that the determination of the required 
level of assistance to ensure that creation and mainte- 
nance of employment can be a highly complex process. 
It involves, in many cases, determining the value of 
difficult-to-quantify factors such as political and eco- 
nomic risk and strategic factors. 


We have not focused on the relationship between 
restrictions (tariffs, quotas, and so on) and the charac- 
teristics of firms, because of the lack of research in this 
area. However, one would expect that the effects would 
depend on two factors. Economies of scale in manufac- 
turing, transportation, marketing and so on would tend 
to suggest that the smaller firms (probably including a 
disproportionate number of Canadian-owned firms) 
would be most seriously affected. However, because of 
the flexibility that large international firms have to alter 
the focus of their activities, there is a possibility that the 
Canadian employment decisions of these companies may 
be affected to a greater degree by changes in restric- 
tions. Empirical research would be required to deter- 
mine which of these two factors predominates. 


Public Sector Enterprises 
as Agents 


In Canada, public sector enterprises have been used 
extensively for a diversity of public policy purposes. 
There are approximately 460 federal and 225 provincial 
public sector enterprises with a total employment of 
200,000 to 225,000. 


The Task Force was particularly interested in examin- 
ing those public sector enterprises that exist primarily to 
create or maintain employment. We categorized enter- 
prises according to the nature of activity. Two categories 
were of particular relevance for employment. Industrial 
development was one activity in which several provincial 


Table 7-3 


Incentives and Private Sector Decision-Making 


Primary factors 
Influencing firms’ 
Investor categories investment decision-making 


1. Local entrepreneur 


(manufacturing only —Quantifiable financial forecasts 
in one Canadian region) 


2. National firms 


(manufacturing —Quantifiable financial forecasts 
in more than one 
Canadian region) 


Plus 


Holistic valuation of 
interprovincial differences 
in political and economic risk 


3. International firms 
focusing on domestic 


market 

(manufacturing at least —Quantifiable financial forecasts 
in Canada and in the 

United States) Plus 


Holistic valuation of 
interprovincial differences 
in political and 

economic risk 


Plus 


Holistic valuation of 
strategic factors 
relevant to Canadian 


market 
4. International firms 
focusing on foreign 
markets 
(manufacturing at least —Quantifiable financial forecasts 
in Canada and in the 
United States) Plus 


Holistic valuation of 
interprovincial differences 
in political and 

economic risk 

Plus 

Holistic valuation of 
international differences 
in political and 

economic risk 


Anticipated incentive preference 


Private sector Public sector 
perspective perspective 
Cash grant, Cash grant! 


concessional loan, 
or guarantee 


Cash grant, Cash grant! 
concessional loan, 

guarantee, or 

tax incentive 


Cash grant Cash grant! 
or tax incentive 


Cash grant Cash grant! 
or tax incentives 


! The cash grants should be structured to ensure a continuity of employment. This would suggest a “hold back” provision in payouts — with 
funds being advanced based on demonstrated employment performance. From a public sector perspective this would enhance the 


incentives to continue operations. 
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provincial corporations are involved in providing conces- 
sional loans, guarantees, and infrastructure to improve 
employment opportunities. Since the incentives provided 
by these provincial corporations are not covered else- 
where in the Report they will not be discussed further 
here. Second, and of most direct relevance, are the 
“failure or rescue” situations where the federal govern- 
ment has established a public sector enterprise to main- 
tain employment in response to the failure of a private 
sector firm that created severe socioeconomic hardships. 
This section of the Report, therefore, will focus on the 
latter subset of public sector enterprises. 


The Canadian experience in corporate takeovers dif- 
fers from that in the United Kingdom and Western 
Europe, where public sector ownership has very fre- 
quently been associated with the nationalization of 
entire industries. In Canada, public sector ownership has 
been undertaken frequently to overcome the social and 
economic dislocation associated with the failure or 
potential failure of dominant firms in thin labour mar- 
kets. Examples include the Cape Breton Development 
Corporation (Devco), Sydney Steel Corporation 
(Sysco), Ocean Falls Ltd. and Labrador Linerboard. 


Not all Canadian failure or rescue cases, however, are 
associated with slow-growth regional labour markets. 
For example, the federal government took over DeHavil- 
land Aircraft of Canada in 1974 and Canadair in 1976. 
In both cases the firms were in some difficulty and 
considerable uncertainty surrounded their future. It is 
estimated that the total employment in public sector 
enterprises from failure or rescue takeovers is at least 
30,000 workers. 


The circumstances of employment preservation by 
utilization of a public sector enterprise frequently 
include one or more of the following conditions. 


e The enterprise is located in a single-industry 
community. 


e The enterprise is the dominant employer in the 
community. 


¢ The work force tends to be immobile, due to age, 
ties to the area and non-transferable skills. 


e The takeover enterprise is in a contracting or 
mature industry. 


¢ The enterprise is taken over suddenly in an atmos- 
phere of crisis. 


Several important concerns have been voiced about 
utilization of the public sector enterprise to maintain 
employment in such situations. In many cases the finan- 
cial losses have continued for seemingly endless periods 
of time. There is frequently no indication of orderly 
movement towards a new stable situation with recog- 
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nized employment and financial targets. The operation 
may be very unstable over time as enterprise managers 
are torn between socioeconomic and financial goals. 


The Task Force suggests that when the government 
takes over an enterprise it should analyze the following 
three stages. 


e During the pre-takeover stage, the enterprise’s 
status and the appropriateness of government own- 
ership must be ascertained. 


e During the post-takeover stage, the socioeconomic 
and commercial objectives must be established. 


e During the restoration or dissolution state, analysis 
must focus on determining the eventual status of 
the enterprise. 


To improve the effectiveness of the public sector 
enterprise as a vehicle for employment maintenance in 
failure or rescue situations, our analysis suggests the 
following government efforts. 


e Before taking over any enterprise the three stages 
described above should be considered carefully. 
Before rescuing a private sector firm through the 
ownership route, it is most important to trace events 
through to a resolved stable state (e.g., dissolution, 
continuation as a public sector enterprise, return to 
the private sector, and so on) to determine the 
employment implications over time. 


¢ To reduce the likelihood of the crisis atmosphere 
existing at the time of takeover, the federal govern- 
ment could monitor industries in single-industry 
communities and follow those firms in difficulty. 
Maintaining data on these cases could expedite the 
development of orderly scenarios. 


If the monitoring effort reveals considerable uncer- 
tainty regarding a particular firm in a thin labour 
market, alternative courses of action could be planned in 
advance to determine the socially optimum outcome. 
This may be providing financial assistance to the exist- 
ing private sector firm or, in the case of a non-viable 
operation, letting operations cease and arranging adjust- 
ment assistance. It may be possible to subsidize another 
firm to come into the community and utilize the labour 
skills becoming surplus. If takeover appears to be the 
most preferable route, then the full sequence of takeover 
events described above should be considered. 


e To assist public sector managers in their difficult 
role of balancing commercial and socioeconomic 
objectives, operating guidelines could be provided. 
One approach that is particularly relevant from.an 
employment standpoint is the provision of a shadow 
wage bill reflecting the social opportunity cost of 
employing workers. 


How to Intervene: 
Thin Labour Markets 


Indirect approaches to employment creation have 
focused to a very significant extent on influencing labour 
demand in geographic regions where there was excess 
supply. Frequently, these areas of excess supply are at 
the same time remote locations with smaller popula- 
tions. The Task Force believes that considerable caution 
should be exercised in choosing the kinds of activity to 
be directed to these remote and thin labour markets. 
Many of the subsidized activities, such as high technolo- 
gy industries and sectors receiving export aid, can be 
more appropriately located in large metropolitan areas 
with deep labour markets. It is our belief that a careful 
analysis of the inherent risks associated with subsidized 
activities would result in improved choices of locations. 


Since the mid-1960s major advances have been made 
in the analysis of capital investments and the implica- 
tions of risk. We suggest that many of these concepts 
have important applications and policy implications for 
labour markets. The very significant demand-side inter- 
ventions by governments to influence capital investment 
decisions in both the public and private sectors have 
appreciable risk implications. These capital risks have 
very significant effects on the benefits or costs accruing 
to labour. 


High risk in capital investments can manifest itself in 
essentially two ways: 


e increased susceptibility to variations in earnings; 
and 


¢ increased susceptibility to bankruptcy. 


Consider first the risk related to variations in earnings 
(“systematic risk”). Investments that are perceived as 
having high risk are generally correlated with high 
returns. For example, until the recent past the Canadian 
automotive industry has experienced both abnormally 
high returns and a high inter-year variation in earnings. 
Farm machinery industry earnings similarly vary 
appreciably with the business cycle. Consumer durables 
and construction activities are other examples that also 
fit into the high-risk, high-return category. 


In contrast, low-risk, low-return industries have much 
greater inter-year stability in earnings. Typical examples 
include utilities, airlines, distilleries, food processing, 
transportation services, and railroads. 


Given the high correlation between earnings varia- 
tions and changes in the level of output, it follows that 
employment is less stable in high-risk, high-return 
industries. During a downturn, firms implement cost- 
cutting measures including layoffs to lower variable 


costs. They may also delay capital expenditures, with 
employment implications. In contrast, in an upturn con- 
siderable incremental hiring occurs. These employment 
implications depend on whether businesses are pro-cycli- 
cal or counter-cyclical. 


A second type of risk involves variations in the level 
and continuity of employment that are not correlated 
with business cycles. These latter risks (referred to as 
“unsystematic risks’) include a variety of factors that 
are peculiar to individual firms and industries and are 
uncorrelated with the ups and downs of a broadly 
diversified group of firms in the economy. Such risks 
include rapid changes in input prices, technology, the 
competitiveness of foreign firms, tariff and non-tariff 
barriers. For example, the automotive industry has tra- 
ditionally had high systematic risk (i.e., it has been very 
pro-cyclical), but recently energy price shocks and envi- 
ronmental protection regulations have also introduced 
high unsystematic risk. Cane sugar producers have 
experienced unsystematic risk stemming from the tech- 
nological breakthrough in the production of fructose 
from corn syrup. The Canadian forestry industry has 
suffered from the increased productivity of southern 
pine forests in the United States. The Deuterium heavy 
water plant encountered difficulties in introducing new 
technology. The Bricklin firm encountered manufactur- 
ing, marketing and management difficulties in attempt- 
ing to introduce a new automobile. 


“Total risk” therefore includes both the systematic 
and unsystematic components. It is this all-inclusive risk 
that is important when considering the implications for 
employment. Let us now consider how the private and 
public sectors can cope with minimizing the effects of 
these risks. 


In the private sector it is frequently possible to cope 
with risk by diversification. The individual investor can 
reduce his susceptibility to earnings variation by invest- 
ing in a larger number of firms, providing he diversifies 
across sectors. Investing in 20 companies would prob- 
ably reduce by half the variation in earnings from 
investment in only one firm. Similarly, large companies 
can engage in conglomerate diversification or interna- 
tional diversification (the business cycles of host coun- 
tries not being completely correlated). It may be possi- 
ble to eliminate almost all unsystematic risk by investing 
in different lines of business in one country. Both 
individuals and firms can reduce systematic risk signifi- 
cantly by investing across countries. 


In the case of the small domestic firm, however, the 
possibilities of diversification are frequently limited. 
Typically the company will have a small scope of opera- 
tions in terms of both products and locations and may be 
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subject to both substantive systematic and unsystematic 
risk. In order to ensure the continuity of its operations 
the firm can invest in activities with low susceptibility to 
inter-year variations and maintain a conservative (i.e., 
low debt) financial position. 


The most important implication of this analysis from 
the public sector perspective is that the potential for 
diversification varies with the “depth” of the labour 
market. That is, unsystematic risk can be reduced where 
firms in a diversity of industries exist in close geographic 
proximity. The labour market risks are lowest in the 
largest metropolitan centres. However, it would be desir- 
able to locate a diversity of industries in regional centres 
(e.g., the Halifax-Dartmouth area in Nova Scotia) and 
achieve agglomeration benefits. 


In small regional centres or thin labour markets, 
diversification possibilities may not exist. That is, the 
requisite economies of scale may limit the number of 
firms. Hence the risk reduction possibilities are restrict- 
ed to choosing firms with lower systematic risk (i.e., less 
susceptibility to cyclical and seasonal fluctuations than 
the Canadian average) and low unsystematic risk (i.e., 
with the capability to adapt to significant changes in 
their environment). 


This suggests that considerable care should be taken 
in implementing demand-side intervention policies to 
ensure that benefits to labour are maximized. Some of 
the more important suggestions are the following. 


¢ Considerable care should be exercised in influenc- 
ing the location decisions of high risk industries. 
Deep labour markets are more capable of minimiz- 
ing the public costs associated with the risks of 
either significant inter-year variations or of the 
termination of operations. 


e Efforts should be directed at deepening certain 
regional centres to increase stability through diver- 
sifying public and private sector activities. 


Great caution should be exercised in influencing the 
location of economic activity in thin labour markets. 


¢ Particularly stable industries should be chosen. 


e Firms should be capable of withstanding the shocks 
of anticipated risks. Care should be given to 
enhance the firm’s financial strength, e.g., through 
the avoidance of high debt loads. 


e Federal and provincial government activities could 
be decentralized and located in thin labour markets, 
where communications requirements permit. 
Progress in communications technology should 
enhance this possibility. 


In spite of the disadvantages, it may be necessary for 
social reasons (e.g., maintaining a local population base) 
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to locate a high-risk industry in a thin labour market. 
Steps can be taken to reduce the risk. 


¢ Diverse industries having very different risk charac- 
teristics (e.g., counter-cyclical with pro-cyclical; 
counter-seasonal with pro-seasonal) can be located 
together. Considerable care should be taken to 
ensure the transferability of labour skills between 
them. 


e Advance planning can prepare the approaches to 
deal with problems in the event of significant 
labour dislocations. (This topic will be discussed 
further in Chapter Eleven on labour adjustment.) 


Conclusions 


Canada has had a long-standing and extensive commit- 
ment to indirect approaches to enhance the demand for 
labour. Until the past quarter century the primary 
means of intervention was the maintenance of high 
tariffs. Recently, there has been increasing reliance on 
other restrictions (e.g., bilateral quotas), incentives (e.g., 
cash grants, tax concessions and loan quotas), and own- 
ership (through public sector enterprises). 


Separate analyses are required to examine the effi- 
ciency and equity implications of the different forms of 
intervention. From the standpoint of economic efficien- 
cy, the anticipated net benefits from employment crea- 
tion are modest in most cases. The Task Force conclud- 
ed that the net gains from creating permanent jobs in 
areas of excess labour supply are not great, in the order 
of 10 to 15 per cent of the wage bill. In the case of 
creating temporary jobs (e.g., in seasonal or highly 
cyclical industries) there would be net costs, of up to 50 
per cent of the wage. That is, Canadians in aggregate 
are made significantly worse off by the creation of 
intermittent employment. 


These general conclusions clearly do not hold in all 
cases. Where groups such as older workers or those with 
special needs have particular difficulty in obtaining 
employment, there can be significant net benefits from 
employment creation. 


An important asymmetry exists between the benefits 
of creating and maintaining employment. Other things 
being equal, maintaining jobs results in greater benefits 
than creating new jobs. 


The net employment benefits are very dependent on 
the type of instruments utilized and the characteristics 
of the firms affected. We subdivided instruments into 
three major categories: restrictions (tariff, and quotas); 
incentives (cash grants, concessional loans, tax conces- 
sions, and so forth) and ownership (public sector enter- 
prises). Our analysis of restrictions suggested that the 


recent reliance on bilateral quotas may be the most 
costly means of protecting a limited amount of employ- 
ment. In analyzing alternative incentives, the Task 
Force suggests that there are many reasons for favour- 
ing the use of cash grants. They can be directed at a 
target group of workers; they can be of value to a high 
fraction of the universe of firms; and they are not as 
susceptible to leakage abroad as some other approaches 
(e.g., tax concession). The public sector ownership 
approach to maintaining employment has frequently 
encountered problems. These difficulties have most 
often arisen because the medium- and long-term goals 
for the enterprise were not established at the time of 
takeover. Managers of these firms face considerable 
problems in attempting to fulfill simultaneously com- 
mercial and social goals. 


The Task Force concludes that there is a need to 
consider seriously the type of labour demand that is 


created in thin labour markets. Most important is the 
provision of stable jobs. Hence there is a need for 
low-risk firms, those which are not highly susceptible to 
seasonal and cyclical variations and to insolvencies. 
Stable private sector industries and, where feasible, 
government activities are best suited to these markets. 


This chapter benefited from several reports prepared for the Task 
Force. For a discussion of the economic efficiency implications of 
intervening in labour markets, we relied on the concepts in the paper 
by Arnold C. Harberger, “The Social Opportunity Cost of Labour: 
Problems of Concept and Measurement as seen from a Canadian 
Perspective.”’ Our discussion of the implications of various incentives 
of the corporation relied on the report by D.R. Lessard, C.Y. Baldwin 
and S.P. Mason, “‘A Methodology for Evaluating Financial Incentives 
to Create Employment.” An overview of the implications of quotas 
relied on research by Glenn P. Jenkins. The presentation of decision- 
making in private sector firms was based on a report by Donald G. 
Tate, ‘Government Assistance and Corporate Investment in Canada.” 
The discussion with respect to public sector enterprises as agents for 
employment retention relied on the concepts in the report by Robert 
W. Sexty, “Public Enterprises and Employment in Canada.” 
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Chapter Eight 


Influencing the Structure of Demand 
for Labour: Direct Employment Programs 


Direct employment programs have generated consider- 
able confusion over time as to their purposes, their 
relevance and particularly their place in the overall 
framework of labour market policy. Job creation pro- 
grams have been delivered to areas of seasonally and 
chronically high unemployment as well as those 
experiencing a cyclical downturn, irrespective of the 
need to respond with unique instruments for diverse 
situations. Experience has demonstrated their usefulness 
in certain markets, but their applicability as a multipur- 
pose tool to tackle unemployment is seriously questioned 
by the Task Force. The need to distinguish between 
generating jobs for a defined period and delivering a 
fiscal stimulus is crucial. 


As Chapter Seven has outlined and this chapter will 
emphasize, the simple fact of establishing job creation 
programs may have as many negative implications as 
positive ones if the nature of the labour market context 
is not precisely determined. Tailored labour market 
policy responses of a long-term or a shorter-term type 
must be fitted to specific market needs. The need for a 
long-term development orientation raises the question of 
how government can best provide the kinds of support 
required. Experiences has indicated certain limitations 
which the Task Force feels will need to be recognized in 
future proposals. This chapter traces the history and 
evolution of these programs and their implications for 
labour market policy in the 1980s. 


The Development of Job 
Creation Programs 


In Canada, direct job creation measures have been a 


recognized feature of government policy since the 1930s. 


The Relief Camp/Job Corps approach and “back to the 
land” programs characterized government responses to 
the Great Depression. Direct job creation, largely 
financed and managed by the public sector, later reap- 
peared in a different form in the early 1950s as the 
municipally delivered, federally funded Winter Works 
programs. The strong economic recovery in 1961 result- 


ed in virtually no direct job creation activity during a 
good part of that decade. 


Present employment development policies and pro- 
grams reflect the directions established during the late 
1960s and early 1970s. The 1971-1981 decade repre- 
sents a unique period in the history of Canadian employ- 
ment policy, characterized by involvement of individuals 
and local groups in a massive job creation effort encom- 
passing both social and economic objectives. During this 
time, the traditional focus on policies to affect the 
supply of labour was broadened to include programs 
affecting the demand side of the labour market. Federal 
direct job creation programs in Canada were innovative 
not only nationally but also in the international sphere. 
They stressed involvement from the grassroots level of 
those finally affected, such as youth, Native people, the 
disabled, etc. Programs were designed to fund commu- 
nity initiatives rather than the traditional, more rigid 
top-down approach exemplified previously by Job Corps, 
Winter Works and other make-work schemes. 


The introduction of direct job creation programs was 
made in a social, economic and political climate which 
was conducive to the active participation of government 
and the citizenry in an area traditionally left to the 
operation of the market and to broad-brush macroeco- 
nomic government policies. Several factors which con- 
tributed to this climate can be identified. 


e The legacy of Keynesian economics suggested that 
governments could and should play an active role in 
sustaining a critical level of demand. 


Discretionary spending by the federal government 
increased significantly. The proportion of federal 
funds expended on defense and statutory programs 
declined sharply, while expenditures for health, 
welfare, social security and economic development 
steadily rose. 


e Average national unemployment rates rose from 4.4 
per cent in 1969 to 6.2 per cent in 1971, as shown in 
Table 8-1. This was perhaps the most immediate 
factor leading to the increased use of direct job 
creation programs. 
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The origins of the direct employment programs of the 
early 1970s can be traced to a renewed commitment to 
social justice and the equity objectives of a “just socie- 
ty.” These early initiatives came from the Department 
of the Secretary of State and not from manpower policy 
sources. Concern about the entry of massive numbers of 
youth into the labour force prompted the development of 
constructive short-term employment opportunities. Ad- 
ditional measures to reduce unemployment in chronical- 
ly affected areas grew out of governmental concerns of a 
social policy nature. Job creation initiatives exhibited 
the multiple objectives of equity considerations, short- 
term responses to unemployment rates and longer-term 
concerns regarding absorption of the “baby boom” 
cohorts into the labour force. Measures to combat youth 
unemployment were continued through the economic 
upswing of the 1972-1974 period. Such programs com- 
bined the equity objectives of the government with a 
short-term stimulus to the economy, especially in areas 
experiencing chronically high unemployment. 


These broad objectives were pursued through meas- 
ures to stimulate increased labour demand for specific 
groups and to increase jobs generally in high unemploy- 
ment areas. Secondary objectives included producing a 
more equitable income distribution and contributing to 
social or community betterment. A conscious effort was 
made to maintain as low a rate of inflation as possible, 
through wage payments at the minimum level. The 
difficulties associated with these multiple objectives and 
the benefits accruing from the last decade of Canadian 
job creation experience are assessed later in this chapter. 


Table 8-1 


Canada Labour Force: Unemployment Data (annual average) 


1966 1967 1968 1969 1970 


Labour force 
Both sexes; 15 years and over 
(000’s) 7,493 7,747 7,951 8,194 8,395 


Unemployment 
Both sexes; 15 years and over 
(000’s) 251 296 358 362 476 


Unemployment rate 
Both sexes; 15 years and over 3:45p PS:Sae 4s eitai4 5:7 


Unemployment rate 
Both sexes; 15-24 years 5.67765 Tal Ue LOO 


Unemployment rate 
Both sexes; 25 years and over 26 ee), ORE G34 3 dere 4 2 


Source: Statistics Canada, Labour Force Survey. 
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While the federal government led the way with the 
most extensive budgetary commitments to such pro- 
grams, most provinces undertook similar job creation 
measures of the short-term variety. Linkages between 
the two levels of government in this area evolved 
throughout the 1970s and remained ad hoc and prov- | 
ince-specific. Both federal and provincial programs 
became increasingly complex and sophisticated, with 
greater differentiation between programs aimed at sea- 
sonal, cyclical and structural unemployment. There is no 
evidence of job creation programs undertaken and 
funded by municipal governments, although some mu- 
nicipalities acted as delivery agents for some federal 
programs. 


The Target 


Job creation program design in the early 1970s illustrat- 
ed the problem of multiple objectives and the govern- 
ment’s limited comprehension of the nature of the 
unemployment phenomenon, all of which were reflected 
in the confusion over how to assess these initiatives. 
Establishment of the Opportunities for Youth Program 
(OFY) in March 1971 and of the Local Initiatives 
Program (LIP) later that year illustrated the nature of 
the basic confusion. The 1971 OFY Program not only 
created 27,800 summer jobs for young people. It also 
gave participants an opportunity to work on non-profit 
projects of a meaningful nature, to test some of their 
aspirations, to develop skills and to contribute to the 
“social fabric of their communities.” Thus, criteria for 
success included youth involvement, innovation, commu- 


1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 
8,639 8,897 9,276 9,639 9,974 10,206 10,498 10,882 11,207 11,522 


SER) ees Sl Ske CRN 727 850 911 838 867 
6:2,4 4 62 or coo i: oikp0-o val 8.1 8.4 hea ve) 
LLL 10.99 °° 9.60 F920 2 a a Oe ee 


45 94. 6—9 4:1. 193959 5.0 Del 5.8 6.1 5.4 5.4 


nity benefit and number of jobs created within strict 
budgetary limits. LIP was not limited to youth but had 
almost identical success criteria. Both programs stressed 
labour-intensive activity. Support for non-wage project 
elements such as physical and financial capital was 
minimal, with the result that the longer-term impact on 
the social and economic infrastructure of communities 
was low. 


The Economic Council in a 1976 report raised ques- 
tions about the confusion of targets and goals in federal 
job creation programs: “Is the main goal of such pro- 
grams the creation of employment or the meeting of 
perceived social needs? Are they to be fitted to the 
individual employed or vice versa?” Most of the pro- 
grams were variations of the original LIP and OFY 
concepts with new name tags and updated terminology. 
Over time, the administration of programs became more 
decentralized, with emphasis on rural areas and disad- 
vantaged groups, and Members of Parliament were 
increasingly consulted for their views in the final stage 
of the selection process. 


The level of unemployment in each area became more 
and more the trigger for and the measure of allocation 
of funds. The launching of LEAP in 1973 began the 
trend towards involvement of the chronically unem- 
ployed and the beginnings of a concern for the creation 
of long-term jobs situated in small entrepreneurial set- 
tings, “long term” being defined in the mid-1970s by a 
jump in project funding from one year to three-and-a- 
half years. LEAP preparation projects, a training vehi- 
cle for the chronically unemployed, were initiated as the 
need for more than just jobs became evident. By the 
1980/81 fiscal year, the anticipated expenditure figure 
for LEAP had jumped to $65.2 million from $5.4 mil- 
lion in its first fiscal year of operation in 1973/74. 


Over the past decade, the stated objectives of the job 
creation programs have increasingly stressed “develop- 
mental” aspects, but the nature of the programs has not 
significantly evolved. The focus has continued to be the 
initiative of individual organizations carrying out rela- 
tively short-term activities with a non-profit or non-com- 
petitive restriction and with a labour rather than capital 
utilization goal. 


The 1980 announcement of the Local Economic De- 
velopment Assistance (LEDA) program merits separate 
attention because although it retains some elements of 
previous programs, such as a non-profit limitation, it 
represents a further effort to work around existing con- 
straints in an experimental manner. 


In summary, the job creation programs begun in the 
1970s started with a concern for seasonally unemployed 
youth and evolved into a counter-cyclical effort to assist 
areas of chronically high unemployment. For the most 
part, these programs were designed and considered as 
short-term measures to reduce unemployment in periods 
of temporary downturn in the economy. A realization of 
the need to deal more effectively with structural prob- 
lems of the disadvantaged or chronically unemployed led 
to later inclusion of more elements of training and a 
longer time frame, and programs gradually became 
quasi-permanent features of labour market policy. 
Aspects of most job creation programs have touched 
segments of seasonal, cyclical and structural unemploy- 
ment, with poorly defined targets. This has seriously 
limited the impact and effectiveness of the programs. 


The political rationale for direct job creation rests on 
two further factors which have also limited the effective- 
ness of job creation program design. The first is that 
some of the appeal of job creation stems from frustra- 
tion over the apparent failures of early labour market 
programs in the late 1960s, such as training and educa- 
tion for the unskilled, to correct supply-side deficiencies. 
The second factor is that increasing public dissatisfac- 
tion with growth of the income support system and the 
hint of linking welfare with some work requirement led 
policy makers to place more emphasis on fitting 
individuals into a job slot and less on the value of their 
output. These political considerations are discussed by 
Haveman (1980). 


During the past nine years (1971 /72-1979/80 fiscal 
years, inclusive), some $2 billion was spent on federal 
direct job creation programs, exclusive of tax expendi- 
ture programs and other private sector-oriented employ- 
ment incentive measures such as the Job Experience and 
Training Program. About 260,500 person-years of 
employment were created, at an average cost of $7,500 
per person-year. 


The major portion of these funds, almost $1.5 billion, 
was used to support short-term employment created 
under LIP and the Canada Works Program. About $350 
million was spent on summer youth-oriented programs 
and about $175 million on programs with explicit long- 
er-term objectives, such as LEAP and the Economic 
Growth Component of Canada Works. (See Table 8-2 
for details.) 


The Impact 


Any assessment of the effectiveness of direct job crea- 
tion measures in the last decade is hampered by a score 
of unresolved issues, such as agreement on global objec- 
tives, macro or micro level goals, targeting and evalua- 
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Table 8-2 


Direct Job Creation 


Expenditures by Fiscal Year Person Years/Expenditures by Program Year 


Average 
unemploy- 
Fiscal year Program ($000)2 ment rate Program Cycle/program year ($000)? Person-years created? 
1971-72 Opportunities for 1971 Opportunities for 1971 23,118 5,800 (estimated) 
Youth 23,118 6.2% Youth 1972 31,072 7,300 ( i aE) 
1973 35,856 9,100 ( el) 
Local Initiatives average cost per p/y: ~ 1974 26,257 5,488 (contracted) 
Program 83,716 $4,273 1975 32,299 7,089 ( Pa ) 
106,834 148,602 34,777 
1972-73 Opportunities for 1972 Local Initiatives 1971/72 182,805 14,907 (from f/y data) 
Youth 31,072 6.2% Program 1972/73 192,501 34,492 (contracted) 
1973/74 67,620 11,899 ( “i ) 
Local Initiatives average cost per p/y: 1974/75 79,894 11,869 ( mi ) 
Program 195,047 $7,375 1975/76 128,320 17,774 ( a ) 
226,119 1976/77 177,183 Zsa i ) 
828,323 112,316 
1973-74 Opportunities for 1973 
Youth 35,856 5.5% 
Local Initiatives Canada Works Cycle I (1977) 108,019 12,593 (contracted) 
Program 142,874 average cost per p/y: Cycle II (1977/78) 212,644 23,901 ( ) 
$9,130 Cycle III (1978/79) 168,138 18,203 ( a ) 
Local Employment Cycle IV (1979/80) 96,253 9,379 ( a ) 
Assistance Program 5,372 585,054! 64,076 
184,102 
1974-75 Local Initiatives 1974 Young Canada Works 1977 43,665 5,542 (contracted) 
Program 82,683 5.3% average cost per p/y: 1978 42,469 5,622 ( 2 ) 
$7,844 1979 53,179 6,596 ( es ) 
Local Employment 139,313 17,760 
Assistance Program 11,802 
Opportunities for 
Youth 26,257 
119,742 
1975-76 Local Initiatives 1975 Local Employment 1973 — March 31, 144,602 11,960 
Program 123,908 6.9% Assistance Program 1980 
average cost per p/y: (Source: LEAP 
Local Employment $12,090 Program) 
Assistance Prog. 13,291 
Summer Job Corps 1977 8,500 1,378 
Opportunities for 1978 11,500 1,378 
Youth 32,299 
Youth Job Corps September 1978 — 
Community Employ- (subsumed Summer March 1980 43,494 5,280 
ment Strategy 594 Job Corps) 63,494 7,817 
170,092 
1976-77 Local Initiatives 1976 average cost per p/y: 
Program 175,429 7.1% $8,123 
Local Employment Economic Growth 1978/79 28,410 3,163 
Assistance Prog. 13,974 Component of 1979/80 16,481 1,974 
Canada Works 44,891 5,137 
Community Employ- average cost per p/y: 
ment Strategy 1,329 $8,739 
190,732 
1977-78 Local Initiatives 1977 Community Employ- All years 5,896 n/a 
Program 37,230 8.1% ment Strategy 
Local Employment TOTAL 1,960,175 260,524 
Assistance Prog. 19,023 
Canada Works Prog. 218,819 
Young Canada Works 
Program 43,608 
Summer Job Corps 8,500 
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Table 8-2 (continued) 
SN et ee ge tel 


Expenditures by Fiscal Year Person Years/Expenditures by Program year 
a ee eee © RI ele ae 


Average 
unemploy- 
Fiscal year Program ($000)? ment rate 


Program Cycle/ program year ($000) 


Person-years created 


8583838388888 |. 0 eee 


Community Employ- 


ment Strategy 1,654 
328,834 
1978-79 Local Employment 1978 
Assistance Prog. 24,117 8.4% 
Canada Works 
Program 210,637 
Young Canada 
Works Program 42,541 
Summer Job 
Corps 11,500 
Economic Growth 
Component 28,410 
Community Employ- 
ment Strategy 2,319 
319,524 
1979-80 Local Employment 1979 
Assistance Prog. 48 240 7.5% 
Canada Works 
Program 117,434 
Young Canada 
Works Program 533351 
Youth Job Corps 46,900 
Economic Growth 
Component 16,481 
282,406 
TOTAL 1,928,385 


‘Represents expenditures to January 1981; total at March, 1980 which would correspond to years represented by fiscal year was about $540,434. 


2Figures in bold represent subtotals and totals. 


Source: Financial Management, CEIC (Fiscal year expenditure reports and program status reports). 


tion methodologies. In spite of these limitations, a spec- 
trum of opinion does exist which, when considered in its 
totality, may assist us in planning for the 1980s. Con- 
sideration of this topic will be attempted from two 
different perspectives — one short-term and the other 
longer-term and more fundamentally developmental. 


The absence of a framework for reviewing the nature 
and impact of direct employment measures has ham- 
pered efforts to improve their usefulness. Chapter Seven 
has provided an insight into the importance of the social 
opportunity cost of labour and the characteristics of a 
thin or deep labour market, both aspects important in 
any consideration of job creation program relevance or 
effectiveness. To apply these concepts to assess the 
appropriateness of employment development initiatives 
aimed at a more effective use of underutilized resources 
also requires a sense of the existing economic situation 


in a particular community. Problem areas such as those 
affected by a cyclical downturn with an anticipated 
recovery, or thin labour markets where the social oppor- 
tunity cost of labour is low, may call for “holding tank” 
expenditures. Preference could be given in the case of 
seasonal unemployment to diversion of certain public 
expenditures into the off-season. Additionally, in those 
situations where individual opportunity costs are low 
and a deeper labour market exists, improvement in 
individual productivity through training and sheltered 
workshop projects should be an objective. 


A further context requiring a different strategy would 
be one in which a community had suffered a major 
reduction in demand but might nevertheless be able to 
generate new productive employment. Here adjustment 
measures aimed at retaining some workers in place, 
upgrading the skills of others to prepare for the upcom- 
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ing new jobs or for relocation to a new area are appro- 
priate. Deep labour markets would be more susceptible 
to these supply-side strategies. 


Long-term developmental approaches are required for 
communities in slow growth or undeveloped areas in thin 
labour market environments which are heavily depend- 
ent upon transfer payments and are often characterized 
by low opportunity costs of labour. A comprehensive 
development approach is proposed later in this chapter 
for such communities or groups where capacity building 
and increased demand are essential to a more productive 
future. 


In these situations, job creation programs have had 
widely differing impacts. The similarities between some 
of the community and individual target areas complicate 
the task of program assessment but a 1980 OECD 
report on Direct Job Creation in the Public Sector 
succinctly put the issues into context by indicating that 
programs can be categorized by their stated intentions 
of facilitating seasonal, cyclical or structural adjust- 
ment, even though their target populations are hard to 
differentiate. This categorization provides a touchstone 
in evaluating the effectiveness of each program in serv- 
ing its intended recipients. 


The first example noted, where a low opportunity cost 
for labour exists, is one in which the “holding tank” 


objectives of job creation programs have been successful. 


It is clear that as short-term job generators, direct job 
creation programs have succeeded in producing many 
jobs, rapidly, with effective geographic targeting and 
building on some local involvement. The value of their 
output is open to question, as is their relevance to the 
barriers faced by women. Figure 8-1 does show their 
responsiveness to the unemployment trends. 


Direct job creation as a counter-cyclical measure 
should be capable of fast phasing in and out, be very 
labour intensive, have very low displacement effects, and 
draw only from the unemployed. Community situations 
requiring responses of a training type are not well served 
by present job creation programs. Evidence indicates 
that little training takes place and limited, if any, long- 
er-term capacity building is encouraged. At most, $175 
million of $2 billion spent from 1971 to the present has 
had capacity-building potential and, as later sections 
will show, longer-term development has happened more 
by accident than by design of past job creation pro- 
grams. If a counter-cyclical program must also be tar- 
geted in favour of disadvantaged workers, speed is likely 
to be decreased and it will therefore be less effective in 
terms of its primary goal of job creation. 


Conversely, speed in and out is not crucial and phas- 
ing out may not be planned in programs aimed at areas 
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Figure 8-1 
DJC Fiscal Year Expenditures; Unemployment Rates 
1969 to 1980 
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of chronically high unemployment. There is no reason 
why these programs should be restricted to non-profit 
operations or should be labour intensive. Capital-inten- 
sive industries will generally introduce greater stability 
and a longer-term benefit to the chronically underem- 
ployed or unemployed, since programs involving sizeable 


capital investment are far less likely to be abandoned in 
an economic downturn. Self-sustaining initiatives may 
be expected to require training on the job, resources and 
access to various forms of capital. The OECD report on 
direct job creation notes that attempting to serve the 
seasonally, cyclically and structurally unemployed 
through a single approach or program is most probably 
counter-productive. It recommends distinct programs for 
each objective or target. 


Reports by the Economic Council and the OECD are 
useful with regard to some details of the distinctions 
highlighted above. The Economic Council Reports of 
1974 and 1976 noted that LIP participants were mostly 
either people experiencing difficulty finding or retaining 
stable employment or persons drawn into the labour 
force on a sporadic basis, such as homemakers, retired 
persons and students. Almost all of the 238,000 short- 
term jobs created during that program were subsequent- 
ly terminated and participants fell back on government 
income support — UIC, social assistance, CMTP allow- 
ances, or some combination of these resources. It is 
evident that job creation projects generally hire partici- 
pants who alternate between project employment, low 
paid private sector employment, training courses, social 
assistance and unemployment insurance benefits or who 
are not normally in the work force. Direct job creation 
adds one more element to the temporary labour market 
but does little to break down barriers to higher paying or 
more skilled jobs. The Task Force concurs with the view 
that direct employment projects do not constitute step- 
ping stones to regular productive employment for most 
of those employed on the projects or those remaining 
outside the labour force. 


Indications such as these gave rise to more careful 
attempts to target programs on the disadvantaged and 
the geographically isolated. Under Canada Works, for 
example, longer-term projects and more generous and 
varied capital allowances were established. Other pro- 
grams such as entrepreneurial LIP, the Economic 
Growth Component of Canada Works, CES, and LEDA 
stressing developmental aspects were introduced on an 
experimental basis. The growth of LEAP and the more 
recent Community Economic Strategy (CES) experi- 
ment (1975-78) provide evidence of the further search 
for more precise targeting on the chronically unem- 
ployed and concern for the lessening of their dependence 
on government. These types of programs drew appli- 
cants from the ranks of the seasonally, cyclically and 
chronically unemployed and drew some discouraged 
workers back into the work force. 


A Program Framework 


The OECD report on Direct Job Creation in the Public 
Sector (1980) noted that Canada Works, which had 


been initiated to counter seasonal and regional unem- 
ployment, became a year-round program to counter 
unemployment in general. The Young Canada Works 
program was designed to respond to seasonal factors by 
providing summer employment, but also had a structur- 
al orientation since it was only open to students. The 
report’s conclusion was that with the exception of 
LEAP, many counter-cyclical programs have structural 
elements and certain structural programs have counter- 
cyclical aspects or are simply responses to continuing 
high levels of unemployment in general. It further stated 
that these different elements often conflict with each 
other, reducing significantly a program’s ability to effec- 
tively accomplish any of its goals. Other issues of dis- 
placement, leakage, costs and productivity of the worker 
require consideration within the second perspective — 
the longer-term focus. 


A longer-term perspective is that of viewing unem- 
ployment in the context of development of people and 
communities towards greater self-sufficiency. While 
recent programs have espoused such developmental 
objectives and reflected them through revised criteria, 
they have not provided a commitment to a long-term 
(beyond three years) plan or a support system to ensure 
the fostering of all elements of development. In addition, 
the requirement that most projects be non-profit in 
nature has frustrated attempts to promote self sufficien- 
cy. Restrictive departmental mandates have tended to 
compartmentalize resources and programs, and genuine- 
ly committed program managers have been hamstrung 
by these restrictions. The overall result has prevented 
emergence of longer term strategies that would aid those 
caught in the web of unemployment and disadvantage. 


In evaluating the cost of public sector job creation as 
compared to stimulating private employment through 
the use of general tax cuts or public expenditure, we 
have used OECD data and a study by Robert Haveman 
(1980), as well as our own estimates. All these confirm 
the lower cost of public sector job creation. The average 
person-year cost of job creation is approximately $8,000 
by OECD estimates, $6,000 to $10,000 by Haveman 
and $7,500 by Task Force estimates. These may be 
compared to an average person-year cost of about 
$20,000 by OECD estimates for jobs created via general 
tax cuts or public expenditure increases, up to the 
$30,000 we have estimated through quotas and other 
forms of trade restrictions. In addition, direct job crea- 
tion permits more effective targeting. All studies agree 
that direct job creation is also less costly in terms of the 
inflationary impact if careful targeting on the disadvan- 
taged is maintained and wages are low. 


The Task Force has identified a number of different 
circumstances where the social opportunity cost is low 
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and some form of direct employment or development 
approach is appropriate. It is clear that as a departure 
from past practice, each type of unemployment calls for 
a distinct response and that individual programs or 
agencies cannot tackle the complexity of unempioyment 
situations. Individual program responses should have 
limited and defined objectives, in contrast to the loading 
of multiple objectives onto job creation initiatives. 


Labour market policy must distinguish in future be- 
tween labour market areas experiencing chronic high 
unemployment and those being affected by a cyclical 
downturn. Direct employment approaches must take 
into account the unique nature of each market situation. 
Several causes can be identified: seasonally based econo- 
mies, those economies affected by declining industry 
situations, and those instances where the economic 
resources of the community have disappeared or have 
not yet been tapped. 


Traditional program responses to the problem of sea- 
sonal unemployment have involved annual injections of 
job creation funds. Future efforts will need to be longer 
term, to focus on changing the characteristics of the 
market. Chapter Seven explores the potential for de- 
veloping more industry geared to the off-season, as well 
as ways of extending the length of seasonal jobs. Com- 
munity-based development strategies, outlined later in 
this report, are another means of strengthening the 
economic base of a community. Government expendi- 
tures should be planned to maximize off-season employ- 
ment in designated areas with a regular pattern of 
seasonal unemployment. Budgeting procedures should 
incorporate this seasonal reality, replacing the present 
ad hoc project approach. The main objectives for these 
expenditures would be to hold workers in the community 
and to use them as productively as possible in the 
off-season. 


Unemployment due to adjustment caused by declining 
industries must also be addressed in a specific fashion. 
The Task Force is convinced that this problem also 
requires a long-term adjustment strategy encompassing 
renewed business growth in the community to increase 
demand for labour, as well as training and mobility 
initiatives to reorient the labour force to anticipated 
areas of demand. The characteristics of such progams 
should be developmental, targeted, and training-orient- 
ed, with an emphasis upon capacity building. 


Areas experiencing chronically high unemployment 
caused by the disappearance of their economic base or 
the lack of development of their potential fall into a 
category needing a long-term developmental approach. 
They require an ongoing commitment of development 
resources for an extensive period of time with a clear 
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mandate to tackle difficult circumstances. Support 
needs to encompass elements of funding, training and 
supervision, and above all community-level capacity 
building. Job creation measures have failed thus far to 
tackle the situation of disadvantaged rural and urban 
people, a majority of whom are not participating active- 
ly in the labour force. A strategy for comprehensively 
approaching this constituency of people will be recom- 
mended later in this chapter. 


Distinct from the longer-term unemployment prob- 
lems identified above is the situation posed by cyclical 
unemployment during an economic downturn. In dealing 
with this situation, the question is the extent to which 
the tools of macroeconomic policy are to be used. Given 
a decision that fiscal expansion is desirable in the light 
of competing objectives, notably that of price stability 
(as discussed in Chapter One), one of the tools available 
to deliver a stimulus is a job creation program. Federal 
funding of job creation could support initiatives planned 
by all levels of government or by individual organiza- 
tions. 


A public service employment program could be of 
particular utility if certain national priorities were desig- 
nated to use this labour force. All levels of government 
could undertake initiatives in areas of particular priority 
which have longer-term productive spin-offs (i.e., renew- 
al, etc.). The size of such a temporary counter-cyclical 
measure and its area application would depend upon 
whether the downturn was confined to a particular 
region or affected the country as a whole. Such job 
creation program funding would need to be mounted on 
a much more substantial scale than any undertaken to 
date if it is to have a significant macroeconomic impact 
on the economy. 


One further important factor relates to the general 
public perception of direct job creation programs and in 
particular the attitude of those special interest groups 
most severely affected by intermittent or low participa- 
tion in the labour force. In the absence of other meas- 
ures to alleviate immediate economic suffering, short- 
term, direct job creation initiatives are essential. How- 
ever, the public is increasingly aware that these pro- 
grams are only short-term measures and is demanding 
more permanent employment solutions. Programs which 
have stressed community betterment, youth and disad- 
vantaged group involvement, and non-profit enterprises 
or services are accepted as necessary to weather a 
short-term situation, but not as ends in themselves. Job 
generation in the private sector is recognized as a more 
lasting solution. Yet evidence has accumulated to indi- 
cate that neither direct job creation by the public sector 
nor stimulation of employment in the private sector is 
adequate to meet the needs of the severely unemployed. 


These individuals and groups, although comprising only 
a fraction of the total working-age population, are note- 
worthy for the rising economic costs of their mainte- 
nance, the wasted resources they represent, and the 
political sensitivity of their situation. 


The major policy dilemma in designing job creation 
programs is whether to regard employment and employ- 
ment programs as ends in themselves or to situate these 
initiatives in the more global context of the long-term 
social and economic development of the individual 
within the community. 


It is the contention of the Task Force that a wider, 
more global development approach is essential for the 
future, and that direct employment policy must be tail- 
ored to meet not only short-term goals but also broader, 
longer-term development objectives. Our view is not that 
past investments were a mistake but that future efforts 
can build upon recent experience, new conditions and 
the evident needs. They must go well beyond simple 
creation of jobs and must aim at the development of 
communities within which individuals may thrive. 


Employment with/without 
Development 


The necessity for capacity building at the local level has 
been the important missing factor in past efforts. The 
development of internal community skills to generate 
and support local development through effective plan- 
ning, management, financing and other methods is the 
essence of the vital capacity-building element. As earlier 
chapters have outlined, the rationale for a “holding 
tank” orientation, keeping workers employed while wait- 
ing for future opportunities, will be increasingly chal- 
lenged by an industrial sector which is experiencing 
labour shortages, by a society which must bear the 
escalating financial burden of seemingly ineffective sup- 
port measures, and by the unemployed themselves, par- 
ticularly by groups experiencing the most severe employ- 
ment problems. The building of a capacity to plan, 
manage and develop at the local level is not a substitute 
for normal worker emigration. It is complementary as it 
will help some communities survive as more viable eco- 
nomic entities while at the same time better equipping 
some segments of the population for a choice. Their 
involvement in local capacity-building efforts can only 
extend the nature of their options and the potential for 
their successful transition, whether in or out of their 
home communities. The Economic Council’s study of 
Newfoundland (1980) stresses the strong desire of 
unemployed workers to find work. Newfoundland work- 
ers expressed a preference for self employment and for 
jobs in their home area. Similar indicators can be found 


in other areas and provide the basis for looking for 
additional approaches. 


These ideas are not new or untested, as noted in 
studies by the Department of Manpower and Immigra- 
tion (1975) and the Canadian Council on Rural De- 
velopment (1978), as well as a recent statement by 
David Sachs (1980), Director of the National Commis- 
sion for Employment Policy in the United States,which 
all support an investment approach to the problem of 
severe unemployment rather than a “holding tank”’ 
approach. In this report we have already outlined means 
of upgrading the presently employed and bringing about 
increasing labour force participation, particularly 
among disadvantaged groups. Facilitating more produc- 
tive use of potential skills through investment in train- 
ing, job redefinition, progressive employment practices 
and a more strategic industrial policy will benefit a large 
segment of the working population and the more viable 
economic enterprises. 


A new mix of tools and associated programs is being 
advocated, after clarifying objectives, with a new meld- 
ing or fit of development programs into a more coherent 
global context encompassing not only economic objec- 
tives but broader social and community goals. Develop- 
ment may be defined in terms of the ability of people to 
be self reliant, assert their autonomy and carry out 
activities of interest to them. In the international setting, 
both the theory of development and the practice of 
economic assistance have not taken adequate account of 
political and cultural considerations. Development has 
been defined in terms of things to be attained by capital 
accumulation, infrastructure building, management 
training and the like. These must instead be recognized 
as means to an end, with improving the well-being of 
people as the ultimate goal of economic development. 


Current development theories and experience, espe- 
cially when directed at disadvantaged groups and isolat- 
ed or underdeveloped communities, provide a substan- 
tive basis on which to reconstruct our present policies, 
programs and delivery mechanisms. Experience in 
Canada and abroad is sufficient to permit the formula- 
tion and implementation of development initiatives with 
which to make a quantum jump into a qualitatively new 
generation of undertakings. Many existing programs 
have paved the way. 


A lack of resources may well not be the problem, as 
existing programs have sustantial funds. UI benefits 
paid during 1979 were $4.7 billion; DREE’s outstanding 
sub-agreements totalled $3.7 billion during the past 
decade and direct job creation expenditures have 
totalled approximately $2 billion during the past decade. 
The Task Force will not be advocating the provision of 
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new resources, but a redirection of resources from a 
short-term “holding tank” policy to a more develop- 
ment-oriented approach. 


Job creation activities have frequently assumed a far 
greater ability to plan and manage than existed at the 
community level. When skills and organizational capaci- 
ty at the community level were not sufficiently devel- 
oped to sustain the management requirements of 
projects, either the project continued with inadequate 
guidance or field staff provided the needed skills. Rather 
than working to develop local skills and capacities in a 
systematic way, government response to this problem 
tended either to tolerate lack of competence or to foster 
dependence. 


Co-ordinated action by all departments concerned 
with development has not been seriously attempted. 
Awareness of plans and programs in other departments 
is not enough to yield the concerted actions required for 
development. Furthermore, mandates are poorly aligned 
with reality. CEIC is limited by its mandate to dealing 
with its clientele in terms of labour supply and demand, 
while DREE can deal with the full range of social and 
economic aspects in “poor” regions. However, DREE 
cannot deal with matters assigned to other federal 
departments, and this limitation prevents it from dealing 
with the many essential requirements for development. 
DIAND has a much broader development mandate for 
Status Indians, but an appropriate mandate is not a 
panacea; implementation which supports the process of 
development is equally important. IT&C’s clientele is 
the profit-making sector and although these actors play 
an important role in the development process, they are 
not normally sufficient in themselves to stimulate and 
sustain the development process in areas of chronic high 
unemployment. 


The collection of programs evinces design gaps and 
operational problems in matching programs with the 
requirements for development. For example, short-term 
programs such as job creation, while useful in some 
circumstances, tend to foster a dependency upon both 
services and jobs created by projects. Community groups 
and elected representatives lobby for prolongation of the 
project and further injections of funds into the area 
irrespective of the actual contribution of the work to the 
needs of the community as a whole. In some communi- 
ties, job creation projects have involved construction of 
“‘white elephant” recreation facilities without sufficient 
consideration of future needs for operation, maintenance 
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and upkeep. Bureaucratic imperatives such as the need 
to move large amounts of money quickly and establish 
prescribed, preplanned program procedures and 
schedules further remove programs and their staff 
agents from any real potential to undertake substantive 
development, especially in underdeveloped areas or in 
aid of disadvantaged groups. Notwithstanding these 
observations, the contribution made by shorter-term 
programs cannot be denied, nor should the norms of 
today and tomorrow be applied without qualification to 
past programs. 


There are some inherent limitations in government 
institutions relevant to contemporary development 
trends. Fundamental development work with the disad- 
vantaged requires as a prerequisite continuity of com- 
mitment to an undertaking and comprehensiveness in 
approach. The size, administrative procedures and 
departmental competitiveness of government as well as 
the demonstrated incapacity to co-ordinate and respond 
appropriately to community requests, particularly of a 
complex, multidimensional nature, have impeded this 
process. 


Other programming, such as Special ARDA and 
other economic development programs, also make 
assumptions about the capacity of the community to 
support the efforts of an individual entrepreneur. These 
programs tend to assume that management skills are 
possessed and that the expectations of the community 
will reinforce the success of an economic development 
project. Success expectations of the community are 
often framed in terms of “‘jobs’’ whereas success in 
terms of program expectations is “economic viability.” 
Community pressure is exerted on the board of directors 
to provide employment in the community, and the board 
ends up hiring more workers than can be viably support- 
ed by a project. 


The consequence of these approaches has been to 
foster community dependence and the loss of public 
confidence in job creation and economic development 
programs. People believe that they can undertake de- 
velopment activities better than government can. 
Increasingly this premise is used in designing programs 
to assist the private sector — it is time to invest similar- 
ly in the long-term future of disadvantaged peoples and 
communities in Canada. Direct short-term measures by | 
government have not significantly improved their situa- 
tions. Private sector activity is unable to intervene 
alone — additional instruments are required to improve 
the mix of programs and to assist in making them fit. 


Policy Directions for the 1980s 


New conditions argue for innovation. Experiences of the 
1970s in Canada have provided many insights which 
may contribute significantly to the design of new de- 
velopment approaches for the 1980s. The long-range 
development implications of current government pro- 
grams, particularly direct job creation initiatives, 
include some foundations upon which to build and some 
ways of taking the important step of linking short-term 
efforts with longer-term objectives and programs. Most 
of these programs were designed to serve short-term 
objectives, but many can also contribute to development. 


The Task Force has identified a range of long- and 
short-term uses of job creation resources, outlined later 
in this chapter. Consistent with its conviction that 
employment must be viewed within the global context of 
development, the Task Force has identified several 
important trends relevant to future policy development 
in this area. Rather than simply describing these direc- 
tions, it has utilized existing experience to formulate a 
conceptual framework for development of undeveloped 
areas or disadvantaged sectors in the 1980s to comple- 
ment other economic initiatives in Canada. The follow- 
ing concepts are built around a community-based 
approach, a development system framework and a 
results-oriented performance path. A detailed Task 
Force paper (Brodhead, Svenson and Decter) outlines 
more thoroughly the concepts briefly summarized in the 
following paragraphs. 


A Community-Based Approach 


The focus of community-based development is on the 
greater use of underutilized local capacity through more 
productive use of the existing labour force and increased 
local opportunities in slow growth areas, both urban and 
rural. This approach complements the myriad of indus- 
try-oriented and regionally directed development pro- 
grams. Experience in Canada to date leads logically toa 
community-based orientation, which builds on the basic 
organizational work of the last decade in Canada and 
responds to the need for a developmental approach. In 
the United States, community-based programs are the 
sole successful survivors of the Office of Economic 
Opportunity undertakings in the 1970s. 


A working definition of community-based economic 
development would be the creation or strengthening of 
economic organizations controlled or owned by the resi- 
dents of the area in which they are located or exert 
primary influence. The process has usually been guided 
by an umbrella organization, sometimes known as a 
community development corporation (CDC), which may 
have the characteristics of a non-profit holding company 


owning profitable entities and also operating non-profit 
social service organizations. The central goal of com- 
munity-based development is to increase the power and 
influence of the disadvantaged by providing economic 
strength for a representative community organization. 


In speaking of community-based development, we are 
including many kinds of communities. A town, region or 
neighborhood, with or without formally defined bound- 
aries, may be a suitable site for an area-based effort to 
achieve economic improvements. Or the sense of com- 
munity purpose may stem from a particular interest 
group within an area. What is essential is a generally 
homogeneous pattern of economic need and a perception 
of a shared situation on the part of community 
members. 


A recent OECD report (November 1980) refers to 
this process as the emergence of a “third sector,” which 
is defined as follows: 


a meeting of new or unmet demands at the local 
level through a partnership of public, community 
and private organizations. In its widest sense, there- 
fore, it can be seen as a form of sub-contracting by 
governments to finance a particular set of unmet 
needs in a community.... Not all third sector activ- 
ity involves the provision of social goods or services. 
There is also a potential to foster, through “‘seed- 
money,” small-scale economic enterprises...where 
revenues from economic activity will be used to 
finance social services. (p. 59) 


Community-based economic development policy 
requires a framework of institutional support, enabling 
legislation and infrastructure. It involves the sequential 
building of a local capacity to plan and manage, comple- 
mented by a national support network of institutions and 
graduated funding related to development stages and 
performance standards. The focus is on global stimula- 
tion of the community rather than support for the 
individual entrepreneur. This requires a team effort by 
local interest groups, industry and public officials to 
mobilize community initiative and resources toward 
long-term development objectives for the particular ben- 
efit of the disadvantaged or underdeveloped. The team 
approach provides a mechanism to consolidate public 
and private resources to create jobs and income for 
community needs, with greater local self-sufficiency as a 
primary goal. 


The local vehicle, established as a public/private part- 
nership of community people, industry and elected rep- 
resentatives, serves many roles, chiefly to identify poten- 
tial labour demand and link it with labour supply in the 
community, and to provide a focal point for a social and 
economic perspective of the community. 
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Capacity building must be at the core of any new 
development thrust. Community-focused capacity build- 
ing implies building the base needed to sustain long- 
term economic growth and a healthy society. 


This approach to development builds on Canadian job 
creation during the 1960-1980 period, when hundreds of 
single-project groups were organized. Some of these 
groups achieved remarkable results and demonstrated 
the ability and willingness to plan and undertake com- 
prehensive area development and a sense of substantial 
commitment to longer-term development objectives. A 
number of these examples of projects grew to contain 
elements of community-based development, such as 
Bella Bella, Burns Lake, New Dawn, and Guysborough. 
Common to most of these initiatives was an effort to 
co-ordinate government resources for locally defined 
objectives, utilize local human and physical resources, 
search out local support and recognition and link up 
these diverse elements around a project activity. In some 
cases, this work included delivery of government services 
on a third-party basis. 


The most promising of these efforts were in under- 
developed areas and disadvantaged communities. Simi- 
lar experiences took place in the United States and 
overseas. These cases, however, were only initial steps 
toward community-based development and aside from a 
few exceptional cases, they did not mature. 


The Task Force is convinced that two major problem 
areas have hindered further development of this kind in 
Canada. One important problem concerns the nature of 
government assistance to such undertakings. It has been 
based upon support for single projects of groups or 
individual entrepreneurs through programs like OFY, 
LIP, Canada Works, LEAP and Special ARDA 
(DREE). Its help has been of limited duration, typically 
from three months to a maximum of three-and-a-half 
years through LEAP. Resources have not been aimed at 
community capacity building to equip people to continue 
development on their own. It has expected community 
people to account for monies through such techniques as 
separate bank accounts for each project. Government 
involvement has also presumed effective interdepart- 
mental co-ordination (e.g., CES) and relatively respon- 
sive mechanisms to deliver resources when needed or 
promised. Finally, it has implicitly proceeded on the 
basis that somehow local people will discover whose 
mandate relates to what need, which department has 
resources at the time and what new programs will 
replace the lapsing short-term thrusts such as Canada 
Works, with what advance notice and involving which 
type of criteria. The barriers to effective longer term 
development in Canada are apparent and while many 
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are justified by departmental mandates, in total they 
have simply immobilized promising community-based 
development in Canada to date. 


A second problem area has been related to the 
absence of recognition of the job-generating potential of 
small business in Canada and its relationship to promot- 
ing more lasting community-based development. Gov- 
ernment attention has tended to concentrate on promot- 
ing large-scale development projects, neglecting the 
impressive job creation role of small business. 


Recent research in Canada and the United States, 
noted in a 1980 OECD report, confirms the contribution 
of the small business sector, and it is this sector which 
holds the greatest promise for generating opportunities 
for the disadvantaged. At the same time, it is notable 
that in a 1980 brief by the petroleum industry to the 
federal government dealing with the topic of Native 
people and long-term development, the statement was 
made that many strategies for economic development in 
the Native context also have application for the small 
businessman in remote regions. It also commented that 
if employment and training were the major Native/cor- 
porate development issues of the 1970s, small business 
development would be the issue of the 1980s. 


Thus development strategies for underdeveloped areas 
could be designed to assist not only the disadvantaged 
but the small entrepreneur as well. It is the stimulation 
of small business within the context of a more compre- 
hensive community-based approach which has demon- 
strated impact on underdevelopment. In the past, gov- 
ernment has relied upon investment in single 
undertakings or individuals to promote development. 
Experience shows that underdevelopment must be tack- 
led comprehensively and that the individual alone is not 
the unit of change. Success of individual entrepreneurs 
has not necessarily brought about an improvement in the 
community as a whole, but a stimulated growth of the 
motivated community has often aided the growth of the 
small business sector. 


The establishment of a comprehensive plan to pro- 
mote community development by involving and fitting 
together the many local interests and groups has three 
major policy implications. 


¢ There is a necessary entrepreneurial role for gov- 
ernment as a participant in small-scale enterprises 
in circumstances and areas where private entre- 
preneurship has been lacking. 


e This role cannot be played by a distant bureaucra- 
cy. It requires an organization that is part of the 
community. A Crown corporation could fit this role 
but a clear mandate would be required. 


e The area to be covered by a local development 
organization must be fairly small in order to be 
manageable. 


The Cape Breton Development Corporation 
(DEVCO) is often cited as a model. Tom Kent, former 
director of DEVCO, has argued that a community- 
based development approach must stress the creation of 
viable economic alternatives and that these can best be 
created by providing an institutional framework. In 
these underdeveloped areas, the concept of overall de- 
velopment costs is advocated. Rather than simply assess- 
ing the microeconomic costs and benefits, this concept 
holds that a global view of development, which would 
not only include the costs of the actual project but also 
the future cost in terms of potential loss of community 
purpose and culture, is essential. The cost of social 
disintegration and welfare would, therefore, be an inte- 
gral part of the equation. 


The Development System 


A comprehensive national development system is needed 
to provide the framework, support and financing of 
community-based development in underdeveloped 
regions and among disadvantaged groups. 


A global conceptual framework within which institu- 
tions, agencies and programs can be situated and linked 
would permit governments and communities to move 
from short-term and single-function programs to deve- 
lopmental programming with a wider and longer per- 
spective. The national framework would take in overall 
efforts to deal with structural labour market problems. 
Short-term job creation programs aimed at seasonal and 
cyclical unemployment could also be fitted into the 
long-term design. 


At the community level, the developmental approach 
would mean developing multiproject corporations with 
capacity to plan and manage long-term programs. The 
prime community objective would be to solve economic 
and employment problems by building local capacity. 


The support systems needed to encourage such de- 
velopment would deliver needed technical advisory ser- 
vices (legal, managerial, administrative, etc.) linked into 
the overall development approach. Provision would be 
made to use relevant existing expertise across the coun- 
try, provided to comprehensive project undertakings on 
a timely basis. Support for their services would initially 
come from the national organization but a self-support- 
ing network based upon cost recovery for services ren- 
dered would be a major objective. 


Finally, a development finance institution must be 
established to provide grant and loan funds to commu- 


nity development corporations, assessing funding 
requests according to both developmental and financial 
criteria. 


The four essential elements of a comprehensive de- 
velopment system — a national framework, a local 
vehicle, support systems and a development finance 
institution — require establishment of some new 
instruments. 


Canada Community Opportunity Development Corpo- 
ration. The essential national entity in a comprehensive 
development system is the Canada Community Oppor- 
tunity Development Corporation (CODC). Potentially a 
Crown corporate form, it embodies the long-term aspect 
of the approach. The CODC would be the organizer of 
the overall system, ensuring that community and busi- 
ness plans were rooted in achievable reality. The CODC 
would evaluate local proposals by criteria such as ability 
to lever private sector funds, community impact and 
potential for growth. Funding would be provided only if 
performance standards were met. Identifying potential 
growth and making it happen would be twin imperatives 
for a national corporation. The activities would vary 
with the regions but the national machinery would be in 
place. 


Specific roles allotted to the CODC would include the 
interface with local community development projects, 
creating and financing an appropriate support network 
and linking it with the development finance institution. 


Opportunity Development Corporation. The commu- 
nity cornerstone of the approach is a new entity called 
an opportunity development corporation (ODC). A local 
public-private partnership, the ODC would combine 
community residents, business expertise, elected repre- 
sentatives, planning and a corporate structure. Although 
the program is primarily aimed at meeting the needs of 
the structurally unemployed, the solution requires par- 
ticipation by the broader community. The ODC would 
act as a local umbrella organization and would stimulate 
the development of capacity, as well as initiating a 
variety of social services and economic activities. A 
community plan and a business plan would be key 
elements. As the ODC gained expertise and experience, 
it would gain expanded access to funds. Only one ODC 
per area or group would be supported by the federal 
government at any one time, although support for pre- 
liminary work could be extended to the limits of the 
available resources where ODCs did not exist. 


A Support Network. The service strategy proposed 
relies heavily on third-party delivery. As a long-term 
objective, the intention is to have necessary legal, techni- 
cal and training services financed by and responsive to 
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the local ODCs. During the initial phases the CODC 
would need to perform a midwife role. Services could be 
contracted for by the CODC from existing institutions 
or new mechanisms. As the local organizations grow and 
prosper, financing could move to a cost-recovery basis. 


Services such as legal support and management train- 
ing for community-based development would aid a wide 
range of communities and enterprises. The overall sup- 
port service network is crucial to the development 
system. 


Opportunity Development Bank. The final essential 
component of the proposed system for supporting com- 
munity enterprise is a development finance institution. 
Community enterprises need a banker. Existing banks 
are often unresponsive. Whether one examines the char- 
tered banks, trust companies or the Federal Business 
Development Bank, the conclusion is the same. Driven 
by the need for interest rate spreads, these institutions 
are incapable of the innovative financial packaging 
required by community-based enterprises. What is pro- 
posed is an opportunity development bank linked to the 
CODC and monitored by it. It could have a separate 
corporate (policy) identity and could well deliver its 
service through third-party financial institutions such as 
the FBDB or credit unions and chartered banks. 


A Conceptual Framework 
for the 1980s 


A qualitative improvement in federal government de- 
velopment approaches rests upon two factors noted ear- 
lier in the chapter — a new mix and a new fit for 
initiatives to deal with underdeveloped areas or disad- 
vantaged groups. The new mix of federal initiatives, 
even with the development system as a part, is not 
sufficient in itself to alter the present situation. A new 
fit is essential and thus a conceptual framework for 
development of this sector in the 1980s is a critical 
dimension to any modern development thrust. The 
absence of a development framework has prevented, in 
large part, community projects and government pro- 
grams from evolving in a coherent long-term direction. 


Community groups interested in more fundamental 
improvements and government policy advisers sharing 
similar aspirations have lacked a clear path along which 
to travel or with which to identify. Thus, for example, 
the pay-off for effectively carrying out one or many 
short-term projects has probably been new funding for 
more short-term efforts and possibly some individual 
satisfaction or learning. As noted elsewhere, this has 
been a circular process with little or no community-wide 
benefit and little significant change in the disadvantaged 
circumstances of most individuals. As good performance 
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on projects has limited or no benefits (other than short- 
term jobs), the motivation to utilize these resources well 
has not been present. There is a self-fulfilling and rather 
negative prophecy in this process. It reinforces the 
chronic nature of underdeveloped areas or peoples and 
only occasionally and incidentally develops an avenue 
for progress or development. The economic, political and 
social costs of this route are becoming more and more 
evident. 


A conceptual framework for development in the 1980s 
might well provide an identifiable direction or path. This 
framework, which is linked to the development system 
described earlier, is based upon a number of develop- 
ment levels (outlined in Table 8-3) and is related direct- 
ly to a number of performance standards. A major 
objective would be to support and nurture community 
projects which have a longer term potential. Success in 


Table 8-3 


Development Results Path: 
Capacity Level of Community Organizations 


Level Capacities/ Activities 


Initiates a single-issue project 

Demonstrates initial community acceptance 
Limited management and organizational ability 
Limited technical ability 


Demonstrated ability to plan and manage a single- 
issue project 

Demonstrated community acceptance 

Proposal to create a comprehensive development 
plan 

Development of a community development plan 


Has an approved development plan with community 
support 
Has an approved business plan 
Z Appropriate organization (ODC) in operation with 
a board of directors drawn partially from wider 
community 
Financial package for first stage of plan 


Has planned and operated two or more projects 
effectively 

Continued business development planning, 
management and financial packaging including 
leveraging of private sector capital 

Perhaps becomes an umbrella organization for 
existing single-issue projects 

Makes profits from business activities 


As above but with significant equity capital 
=) accumulation 
Perhaps a financial institution 


Core organization is totally supported from 
business activity (self-supporting) 


short-term project initiatives could, if the interest groups 
wished, lead through a number of development levels to 
the ultimate objective of relative self-sufficiency and 
self-reliance. This avenue for longer-term development 
once outlined to a group might clarify the existing 
perception of many of the underdeveloped that govern- 
ment assistance is, in reality, a large lottery which 
produces a jackpot once in a while on the basis of 
annually changing rules and regulations. Community 
groups will benefit from the framework as their percep- 
tion of the reality moves from a lottery to a perfor- 
mance/results path. For example, at level one, which 
might be use of job creation funds, effective perform- 
ance could trigger the release of some planning 
resources if a group wishes to identify and tackle longer- 
term priorities. The impact could result in more serious 
use of short-term monies and a stimulus to take on more 
difficult, structurally related challenges aimed at struc- 
tural problems. 


As 2 group matures, increases its competence and 
demonstrates its potential, the resources made available 
by the development system are linked into the process 
and evolve in kind and in volume. 


A global development framework has a further impor- 
tant feature: it could assist existing and future govern- 
ment programs aimed at underdevelopment to fit into or 
relate to a coherent context where linkage, continuity 
and mutual reinforcement is characteristic. For exam- 
ple, a Special ARDA (DREE) grant or loan might be 
more likely to indicate a level-two situation and LEDA 
(CEIC) funding might indicate more comprehensive 
level-three support. While these programs need not be 
aligned with the framework, the benefits of some asso- 
ciation would be evident to community groups and 
program development staff. The emphasis upon 
performance standards would further encourage partici- 
pation in or linkage with this framework. Those depart- 
ments most involved with underdevelopment and the 
disadvantaged (such as CEIC, DREE, DIAND, and 
IT & C), whose individual departmental mandates have 
restricted their capacity to respond in a comprehensive 
fashion, may well find the proposed conceptual frame- 
work a facilitating device to accomplish their develop- 
ment objectives. 


Federal-provincial implications of the proposed de- 
velopment system and conceptual framework can be 
succinctly stated as potentially opening up new areas for 
co-operation and linkage, while not subsuming the 
individual efforts of either level of government. For 
instance, the announcement by the Province of Sas- 
katchewan in its March 1981 budget of the creation of 
an economic development foundation for northern and 
southern Native peoples can be viewed as complemen- 


tary to a community-based development system. Such a 
foundation would be most likely to support and invest in 
the business activities of an institution such as the 
proposed opportunity development corporation. The fed- 
eral-provincial initiatives in Manitoba, which are cen- 
tred on urban redevelopment, require local-level de- 
velopment institutions to deliver resources, and a 
development system could support this type of work. 
The March 1981 announcement of Ontario government 
support for local level community development corpora- 
tions is complementary to the proposed federal thrust. A 
contemplated inland federal fisheries enhancement pro- 
gram (similar to the present Salmonid Enhancement 
Program) could utilize an effective local level develop- 
ment organization, with the interested provinces in place 
of the traditional federal-provincial delivery machinery 
characteristic of existing agreements. The Alberta 
Indian Equity Foundation established in 1976 to provide 
investment capital in support of small Indian-owned 
business would be complemented by a federal develop- 
ment approach designed to increase support and aid the 
survival of such projects. Existing Native involvement in 
the foundation funded by the Province of Alberta and a 
number of the major resource development corporations 
could be linked to a separate but supportive federal 
approach. Complementary but distinct federal and pro- 
vincial actions would be the hallmarks of such linkages. 


Even a distinctly federal program such as Native 
housing could be delivered from two departments 
(CMHC and DIAND) toa single locally managed 
agent — an opportunity development corporation — 
assisted by the proposed retwork of support as part of 
the development system. The focus is therefore on local 
level delivery, co-ordination and priority setting to util- 
ize the resources of all levels of government. 


Conclusions 


Direct Employment Programs 


It has been a consistent theme throughout the Task 
Force Report that a major government goal in the 
labour market policy area should be a more productive 
use of people’s time. Implicitly, this means a move away 
from a make-work orientation to a more positive engag- 
ing of people’s latent or actual interests and skills. It 
means not simply adjusting people to jobs, but also 
adjusting jobs to people in their environments. National 
labour market objectives must aim not only to meet 
demand needs in rapidly developing areas, but also to 
generate demand in areas of excess or inappropriate 
manpower supply. It is in this realm that direct employ- 
ment programs may be effectively utilized to alter the 
structure of demand. 
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As noted in this chapter, it is essential to distinguish 
between the differing types of unemployment and to 
design policies and programs unique to each situation. 
The Task Force has identified a number of categories 
and recommends the following approaches to meet each 
context. 


Long-Term Strategies 


Under this heading, three specific situations call for 
long-term policies in place of more temporary responses. 
The Task Force recommends that areas experiencing 
chronic high unemployment due to factors of a seasonal 
nature, a declining industry base, or weak or unde- 
veloped economies each be handled in future with par- 
ticular strategies. 


Seasonal unemployment is predictable and can be 
generally anticipated by all levels of government in the 
annual planning cycle. Expenditures to deal with season- 
al unemployment should be part of the normal budget- 
ary allocations, geared to maximizing off-season 
employment in designated areas where seasonal unem- 
ployment occurs regularly. As ongoing programs, they 
should replace the present project-to-project funding 
and hence be designed to stress greater relative produc- 
tivity through established delivery mechanisms in all 
levels of government. Longer-term economic develop- 
ment strategies such as a community-based development 
approach should also be utilized to explore the potential 
for developing less seasonally-sensitive enterprises to 
broaden the local economic base. 


Unemployment caused by the faiiure of a firm or an 
industry sector calls for long-term adjustment planning 
targeted to the precise areas and encompassing training 
and mobility elements. Efforts to strengthen managerial, 
entrepreneurial, planning and other skills are needed to 
increase the capacity of the area to utilize its resources 
and undeveloped potential. Community-based ap- 
proaches to capacity building are recommended. 


Chronically high unemployment due to the disappear- 
ance of an economic base or to the existence of untapped 
potential in an area is the long-term situation which has 
not been significantly altered by direct employment 
measures to date. The Task Force advocates an integrat- 
ed approach with long-term goals within a comprehen- 
sive framework to generate and sustain local demand. 
Community capacity building to stimulate, train, 
manage, capitalize, support and involve the groups most 
directly affected is the basic objective. Community and 
individual dependency must be diminished through an 
integrated and national approach to chronic unemploy- 
ment conditions. This approach is focused upon small 
business undertakings stimulated by and contributing in 


148 


a planned way to greater community self-reliance and 
sufficiency. Capital requirements for such an approach 
are considerable, especially in the venture capital area, 
but resources will draw from both private and public 
sector sources. A new community-based development 
system for the 1980s is proposed. 


Cyclical Strategies 


Distinct from the longer-term unemployment problems 
noted above, the Task Force recommends a different 
approach to the problem of cyclical unemployment. This 
is clearly a situation requiring macroeconomic policy 
attention. A job creation program is only one of the tools 
for delivering a stimulus if one is deemed necessary. It 
should be delivered through all levels of government 
with an eye on utilizing the labour force hired in the 
most productive way possible. A move away from 
project funding is recommended. In the realm of direct 
employment measures, a planned public service employ- 
ment program is recommended, with training incorpo- 
rated as an important element. Further productivity 
could be stimulated by the designation of certain gov- 
ernmental priorities at each level in order to utilize this 
labour force on tasks with a clear public priority. The 
fishery, forestry and agriculture sectors could be prime 
areas of potential commitment. Funding direct employ- 
ment in the voluntary sector would also be relevant in 
difficult economic times, but only if training funds were 
included and if the programs did not imply ongoing 
funding obligations. The importance of being able to 
rapidly start and stop this cyclical spending must be 
emphasized. The advantage of using government depart- 
ments to deliver such resources is clear in this regard. 


The Task Force believes that to have a significant 
macroeconomic impact on the economy, funding to cope 
with a cyclical downturn would need to be appropriated 
on a much more substantial scale than any undertaken 
to date. 


The Task Force has not dwelled at length on the 
specific resource implications of the approaches to direct 
employment development which it has recommended. In 
general terms, the implications are the following. The 
need to focus on several aspects of long-term strategies 
highlights the need for distinct funding and programs 
related to particular situations. A response to seasonal 
unemployment should be built into annual government 
budget exercises and should include funds for designated 
areas of predictable seasonal unemployment at the level 
required by each specific area. Unemployment caused 
by declining industry situations, as described earlier, 
require some interim assistance, which has in part been 


provided by the recently announced Labour Adjust- 
ments Benefit Program and should be supplemented by 
long-term development resources. 


Essential to tackling the problems of areas of chroni- 
cally high unemployment is the long-term community- 
based development approach being recommended by the 
Task Force. Here a departure from the stop-go type of 
assistance typical of most job creation programs is 
advocated. A longer-term commitment to these difficult 
unemployment problems is considered essential. 


Funds will be required to support the national frame- 
work, the support system, the local development vehicles 
and, most critically, a development finance institution. 
Allocations would need to include substantial venture 
capital resources to assist community-based capacity 
building. Such investments would build on some of the 
most positive outgrowths of past government expendi- 
tures on community initiatives. An initial start-up phase 
would require a moderate sum of money in the order 
$10-25 million. The amount could grow to several times 
this size as soon as the development framework becomes 
established and communities begin to utilize its 
resources. A development finance institution is designed 


in large part to make available venture capital funds and 
could invest substantial hundreds of millions of dollars, 
given present indications of existing demand. 


Measures to deal with cyclical unemployment are 
relevant to macroeconomic policy decisions and as such 
have not been dealt with in terms of funding levels in the 
context of this Report. 


In summary, it is a new mix of direct employment 
tools which is needed for the 1980s, as well as a new fit 
or linkage of government-wide efforts to adjust to 
changing labour market circumstances. Central to the 
context of adjustment and to the comprehensive de- 
velopment approaches proposed above is the need for 
relevant and accessible training which is the topic of the 
next chapter. 


In the short time available, emphasis was placed upon using available 
documentation and placing it in the wider development policy context. 
Peter Kemball provided a useful general contextual framework with 
reference to existing directions and programs. P. D. Brodhead, 
Michael Decter and Ken Svenson contributed to the important 
exploration and rationale for future directions in a paper entitled 
“Community-Based Development — A Development System for the 
1980s.” 
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Chapter Nine 
Training to Meet Skill Needs 


This chapter examines training programs from the point 
of view of the labour market. No attempt is made to 
assess the contribution of training to general social and 
cultural goals. For the purpose of this chapter, we 
assume that the purpose of training is to provide people 
with the skills to meet the demands of the market. In 
this context, spending on training is analogous to invest- 
ing in physical plant and equipment; both are made in 
order to increase output and productivity. Just as invest- 
ment is made in those projects likely to yield the highest 
available return, so expenditure for training should be 
directed to those skills most in demand, where the return 
on investment in “human capital” is the highest. 


However, unlike physical capital which becomes the 
sole property of the investor and can be bought and sold, 
human capital becomes in large measure the property of 
the person being trained — regardless of who pays for 
the training — and can be “rented” to the employer for 
the going wage or salary in the labour market. Because 
human capital does not become the property of a firm, 
firms get only partial return on their investment over 
time and hence are generally unwilling to provide large 
amounts of training for skills which are portable to other 
firms. For this reason, much of the investment in train- 
ing must be paid for by the individuals receiving the 
training or by society in general through governments. 
The fact that much of the cost of training is borne by 
governments does not alter the fundamental nature of 
training as an investment in human capital. Govern- 
ments should ensure that training dollars are invested 
wisely so that society receives the highest possible return 
on its massive investment in people. 


Because much of the return on government invest- 
ment in training flows to the trainees rather than to 
taxpayers in general, governments also have to ensure a 
fair distribution of training investment. All Canadians 
should have access to the training system and where 
additional training is required to overcome individual 
and systemic barriers to productive employment, govern- 
ment should be prepared to make that investment. 
Training is a powerful instrument for achieving an 


equitable distribution of economic opportunity, and ad- 
ditional investment in individuals experiencing employ- 
ment barriers can yield very high returns to society if 
training enables people who would otherwise not be 
employable to become productive members of the labour 
force. 


To be a profitable investment, training must produce 
the skills required in the marketplace. Social equity is 
not enhanced by training for non-existent jobs. The 
focus of this chapter is on training to meet the skill 
needs of the 1980s (as identified in Chapter Four) and 
on the design of the training system which will enable 
these needs to be met both equitably and efficiently. 


The federal government is only one of several actors 
in this area. Provincial governments, employers and 
individuals all contribute to the development of skills 
required in the economy. Our examination of the federal 
role is based on the premise that an efficient training 
system can contribute very significantly to the four 
major socioeconomic objectives of government set out in 
Chapter One. 


e Anefficient and effective training system contrib- 
utes to high employment by increasing the employ- 
ability of Canadians and by relieving skill 
bottlenecks. 


e It contributes to stability by alleviating the skill 
shortages and other structural problems which lead 
to wage-push inflation. 


e It contributes to growth by reducing labour con- 
straints on output in the form of bottlenecks in the 
supply of particular skills, and by raising the pro- 
ductive capacity of the labour force. 


e It contributes to equity by providing to all Canadi- 
ans the opportunity to develop skills for entry into 
the full range of occupations. 


Figure 9-1 shows a range of current federal programs, 
based on the Federal- Provincial Fiscal Arrangements 
and Established Programs Financing Act (EPF) for 
post-secondary training, and on the Adult Occupational 
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Training Act (AOT) for training adults. The Canada ¢ highly qualified—occupations and professions 


Manpower Training Program (CMTP) is the means by requiring post-secondary education in universities 
which the federal government is involved in skill training and colleges; 
and academic upgrading in community colleges and ¢ highly skilled—blue-collar occupations normally 


other training institutions, and the Canadian Manpower 
Industrial Training Program (CMITP) covers on-the- 
job training by employers. 


requiring apprenticeship and/or some post-second- 
ary training; and 


¢ lower skill occupations—those requiring some 


’ Mee vocational or other skill training. 
The Task Force has confined its examination of the 8 


training system to these programs. Federal involvement In addition, the federal government contributes to 
covers the full range of skill levels, which we have development of the basic skills needed prior to entry into 
defined as follows: the labour force or into training for skilled occupations. 
Figure 9-1 


Flow of New Skilled Workers to the Labour Market and Federal Activity 


END GOAL 
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NOTES: 


The federal contribution to post-secondary education is financed under the Federal Provincial Fiscal Arrangements and Established Programs 
Financing Act. 


, ne 
The other programs except immigration are financed under the Adult Occupation Training Act. 
Immigration involvement in training is through language training which may ameliorate a barrier to labour market participation. 


The flow among skill levels is not automatic, nor does it necessarily flow in a lock-step fashion from preparatory skill training to highly qualified 
training. It does show possible flows. For example BTSD graduates can move from preparatory skill training to low-medium skill training, and those 
graduating from low-medium skill training can proceed to highly skilled training. As well, it would be possible to move from BTSD to highly qualified 
training, although it would be infrequent. 


ee 


152 


Our analysis centres on two basic questions. 


¢ How efficient has the training system been in meet- 
ing skill needs and satisfying equity objectives? 


e What modification in the federal government role is 
required to ensure that the system can meet the 
changing skill needs of the 1980s? 


Although we analyze each of the three major compo- 
nents of the training system separately, this treatment 
does not imply that the system is rigidly divided into 
three compartments with no links between them. It is 
the contention of the Task Force that the components 
are inextricably linked, and that resources should be 
transferable between components. This reallocation is 
discussed in the final section of this chapter. 


Training at the Post-Secondary Level 


In this section we talk of training and not education. 
This is intentional. Education is carried out for a variety 
of purposes which go well beyond the production of 
skills for the labour market. Our analysis applies to only 
one component of post-secondary education — that 
which is directed at producing skills for the labour 
market. The achievement of other social goals may well 
warrant a different allocation of resources to the post- 
secondary system than that required for training pur- 
poses, and our discussion must be read with this caveat 
in mind. 


Growing concern with manpower policy in the early 
1960s was reflected in powerful arguments by the Eco- 
nomic Council and other institutions for increased 
investment in university and college education to expand 
the supply of highly qualified manpower. Government 
investment in capital and operating costs of universities 
and colleges grew substantially and the supply of labour 
force participants with post-secondary training increased 
very dramatically. 


From 1960 to 1980, labour force participants with 
university degrees increased from 4.5 to 10.5 per cent 
and those with college certificates or diplomas increased 
from 4.0 to 12.5 per cent. University undergraduate +. 
enrollment tripled from 107,000 in 1960 to 324,000 in 
1970, and full-time community college enrollment grew 
from less than 50,000 in 1960 to about 225,000 in 1978. 
Total enrollment in universities and community colleges 
peaked in 1978, with 620,000 full-time students. These 
numbers reflect demographic changes as well as rising 
educational standards, as baby boom cohorts reached 
post-secondary levels in the 1960s and 1970s. By 1990, 
with declining youth population, full-time enrollment is 
expected to fall somewhat. 


Canada ranks second only to the United States in 
terms of percentage of the labour force with post- 
secondary degrees or diplomas, and the gap between the 
two countries has narrowed considerably over the last 20 
years. 


To achieve these advances, the federal and provincial 
governments have greatly expanded financial support of 
training at the post-secondary level. Provincial govern- 
ments currently spend almost $3 billion on post-second- 
ary training. Current federal support through uncondi- 
tional cash transfers to the provinces is approximately 
$1.6 billion per year. These transfers are equivalent to 
almost 30 per cent of total institutional operating costs. 
Tax points equivalent to $1.4 billion are also transferred 
to the provinces. The cash transfers and the tax points 
represent 59 per cent of operating costs. Federal grants 
for research are provided via various granting councils. 
The federal government also supports training at the 
college level directly through seat purchase under the 
AOT Act. 


The concern of the Task Force in examining govern- 
ment support of training at the post-secondary level is 
focused on labour market considerations. Consequently, 
in considering the efficiency of government support, we 
assess the effectiveness of the post-secondary system 
strictly in terms of its ability to supply highly qualified 
manpower to meet labour market needs. The basic 
question such an evaluation must answer is whether 
productivity could be improved by a reallocation of 
resources within the post-secondary system, between this 
system and other training systems, or between post- 
secondary training and investment in other forms of 
capital such as infrastructure or plant and equipment. 
Many complex and interrelated factors must enter into 
such an evaluation. The Task Force has attempted here 
merely to sketch some of the essential criteria and 
techniques. 


One common technique for evaluating the efficiency 
aspect of resource allocation decisions is benefit /cost 
analysis, which in this case must be considered in terms 
of both individuals and the economy as a whole. Other 
indicators include relative earnings of graduates in vari- 
ous occupations and disciplines, unemployment and job 
vacancy rates, and forecasts of excess supply or demand 
for highly qualified manpower. 


The conceptual basis for benefit/cost analysis is to 
take account of all benefits and costs that result from 
the implementation of a particular project. In the case of 
post-secondary training, the private benefits and costs 
are those realized by the graduates or participants of an 
educational program, and the social costs and benefits 
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accrue to persons associated with the graduates—this 
ultimately encompasses the whole economy. 


Operationally, calculations have tended to include 
only those benefits and costs which can be measured in 
monetary terms. The costs include direct expenditures of 
educational institutions, which include depreciation of 
physical assets and imputed forgone interest on those 
assets; forgone earnings during time spent in education 
and forgone taxes on those earnings; expenditures for 
books, supplies, transportation, and living costs addition- 
al to those normally incurred in other activities. Private 
and social costs depend on the student fees and govern- 
ment aid — with private endowments also bearing some 
costs. 


The benefits are based on the increase in lifetime 
earnings over earnings of comparable workers without 
the additional education. These earnings differentials 
are illustrated in Figure 9-2. Differentials usually are 
adjusted for unemployment, labour force participation 
rates, mortality rates and economic growth rates. The 
private benefits are defined as additional net-of-tax life- 
time earnings resulting from additional training less the 
costs to the individual of undertaking that training. The 
total economic benefits of additional training (often 


Figure 9-2 
Hypothetical Lifetime Earnings Profiles for High 
School and College Graduates 
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Source: David Stager, “Federal Involvement in Post-Secondary Education 
for Highly Qualified Labour.” Paper prepared for the Task Force. 
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called social benefits) are defined as the increase in 
output resulting from the training (as measured by the 
differential in gross lifetime wages between those with 
and without training) less the total costs of that training 
(fees plus government share of the cost). 


Although there are a number of limitations in using 
this type of analysis, it nevertheless provides one useful 
guide to the appropriate amount of investment in post- 
secondary training and the distribution of that 
investment. 


A Task Force study of the data from the 1960s and 
early 1970s in Canada, conducted by David Stager, 
indicates that the social and private rates of return to 
investment in university training fell, although the 
amount of the decline varied between one and four 
percentage points depending on the precise methods of 
estimation. 


It also revealed significant differences in the returns 
to investment across different fields of university train- 
ing, the returns being highest for business, engineering, 
economics and health disciplines and lowest for arts, 
education and social work. 


Unfortunately no analysis of changes in returns to 
investment in Canada exists for the period after 1972, so 
that it is difficult to draw firm conclusions from this 
analysis. Recent U.S. and U.K. studies show a signifi- 
cant decline in the returns to investment in post-second- 
ary education. As the fraction of the labour force with 
post-secondary training has risen dramatically in both of 
these countries, these results are undoubtedly relevant to 
the similar Canadian situation. 


The Task Force has found evidence from analysis of 
Canadian and foreign cost/benefit studies that the over- 
all size of the post-secondary sector is too large and has 
concluded from this that it could be contracted some- 
what, with resources modestly reallocated from educa- 
tion, general arts and sciences and social work to engi- 
neering, business, economics and technology. However, 
the evidence from cost/benefit analysis is not strong and 
other indicators of resource allocation must be 
considered. 


Federal investment in the training of highly qualified 
labour can also be evaluated in terms of the labour 
market experience of recent graduates. The most thor- 
ough Canadian study is a recent survey by Statistics 
Canada (March 1981), of a sample of university and 
community college graduates, conducted in June 1978. 
Some of the results are presented in Table 9-1. 


While these data must be interpreted with consider- 
able caution, it is clear that certain fields of study are 
associated with high participation rates, low rates of 


both unemployment and underemployment, and higher The average starting salaries offered to university 


salaries. For university graduates these include business graduates by 80 companies in Canada for the period 
and commerce, education, engineering, architecture, 1965 to 1977 are shown in Figure 9-3. It is obvious that 
dentistry, and pharmacy—in other words, the traditional starting salaries declined sharply relative to average 
professions. For college graduates, they include data industrial earnings in the late 1960s and early 1970s. 
processing, medical and dental services, and various But the decline seems to have been very brief for 
technologies. engineering and science graduates, as their relative sal- 


: : A iggead aries were more or less stable in the mid-1970s. 
Relative earnings by occupation are another indicator 


of the effectiveness of post-secondary education in meet- More important, however, is the recent experience in 
ing labour market demand. comparison with the long-term trend. Unfortunately, 
Table 9-1 


Labour Market Experience of 1976 University and College Graduates, Two Years After Graduation, Canada® 


Labour force Unemployment Under-employment Median 

part. rateb ratec rated salary® 
Total university‘ 93.2 8.4 37.7 $14,800 
Bus., manage., commerce 97.5 4.4 32.4 14,900 
Education 96.2 4.8 28.2 15,000 
Fine and applied arts 93.1 14.1] 39.5 13,000 
Humanities 91.9 10.9 49.8 14,000 
Social sciences 92.7 10.3 47.2 14,600 
Agric., bio. sciences 86.2 11.1 40.1 13,400 
Engineering 96.5 SR 13.1 18,000 
Architecture 99.3 — 32.0h 15,200 
Dentistry 96.0 = — 27,000+ 
Medicine 93.2 65" i 16,200 
Nursing 94.1 — 37.5 14,700 
Pharmacy 97.2 — — 17,700 
Math., physical sciences 91.6 10.3 34.3 14,800 
Total college ® 96.0 6.7 25.3 12,300 
Fine, appl., perform. arts 91.9 1 ig 36.1 10,100 
Bus., manage., commerce 97.6 6.4 39.9 12,500 
Secretarial arts, sciences 96.1 5.6 40.9 9,100 
Data proc., comp. sciences 97.4 — 19.8 13,800 
Primary industries 98.5 VP 28.4 13,200 
Medical, dental services 95.2 6.1 6.2 12,900 
Technologies 98.3 Dae 28.9 13,800 
Transportation 97.6 — 2h 13,600 
Mass communication 97.5 6.8 32.7 11,300 
Community services 94.2 10.0 28.7 11,000 
General arts and sciences 93.2 8.3 28.6 10,100 


Notes: a. Excludes Quebec, which did not participate in the survey. 
b. Includes all persons except those not looking for a job. 
c. Includes persons who were not working and were looking for a job at the time of the survey. 


d. The percentage of graduates who were underemployed is a combination of those whose academic qualifications were higher than the formal 
requirements of their jobs and those who felt that their level of attainment was not necessary for the job, regardless of its formal requirements. 
A somewhat complex mathematical procedure was used to make this determination. 


oO 


. The question was based onan interval scale so that a respondent could record only the range within which the salary fell. The highest level was 
$27,000 and over. 


Bachelor and first professional degree graduates only; excludes university diplomas or certificates and master’s and doctorate degrees. 


=, 


g. Graduates of | to 4 year programs in community colleges and the CEGEPs. 


h. Number of respondents is small; the data must be treated with caution. 


Source: Statistics Canada, Job Market Reality for Recent Graduates, 1981. The data are based on large sample survey of 1976 graduates conducted in 
June 1978. 
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historically comparable occupational earnings data are 
very limited. Patterns of relative earnings and starting 
salaries, however, offer a longer historical context in 
which to consider the current levels for relative earnings. 


Relative earnings for wage and salary earners in 
professional occupations in Canada, compared to aver- 
age industrial earnings, declined substantially during the 
1930s and 1940s, followed by either stable or slightly 
improving relative earnings in the 1950s and a fairly 
strong improvement for some in the 1960s (Meltz and 
Stager, 1979). The relative total incomes of some self- 
employed professionals have followed approximately the 
same patterns. Doctors and dentists enjoyed a strong, 
steady improvement in relative incomes in the 1950s and 
1960s. Lawyers, engineers, architects, and accountants 


Figure 9-3 

Average Starting Salaries of Bachelors Degree 
Graduates") Compared with Average Industrial 
Earnings, Canada, 1965 to 1977 


Ratio (2) Ratio (2) 
1.5 ho 
1.4 1.4 
Honors arts 

1.3 nes) 
1.2 1.2 
ie 1 
1.0 1.0 
0.9 0.9 
0.8 Commerce and 

; bus. adm. 0.8 
0.7 0.7 

1965 1967 1969 1971 1973 1975 1977 
Years 

(1) Includes only graduates in selected disciplines who were employed in 


industry. 

(2) Ratio of average starting salary for graduates to average earnings in 

industry (industrial composite). 

Sources: Survey of Recruiting Rates for University and Community 
College Graduates, Pay Research Bureau, Public Service Staff 
Relations Board. And Employment, Earnings and Hours. Sta- 
tistics Canada (72-002). Z. Zsigmond, et al., Out of Schoo/—Into 
the Labour Force, Chart 32. Statistics Canada, 1978. 
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experienced a more cyclical and modest improvement in 
their relative positions. 


Starting salaries of university graduates have since 
declined somewhat relative to average industrial sal- 
aries. This is sometimes cited as evidence of a “surplus” 
of graduates, but in our view the recent decline repre- 
sents instead a return to a pattern of relative salaries 
more typical of the 1950s and 1960s. 


Another approach to assessing the appropriate level of 
investment in post-secondary training is to examine the 
imbalances that would occur in the labour market under 
plausible assumptions about output, technological 
change, attrition, etc., assuming the current level and 
mix of post-secondary training. Table 9-2 shows trends 
in university education since 1960. Undergraduate 
enrollment in arts, education and related disciplines 
increased from 64 per cent in 1960 to 73 per cent in 
1970, while enrollment in engineering dropped from 15 
per cent to 9 per cent and enrollment in health disci- 
plines dropped from 9 to 6 per cent in the same period. 
In the 1970s enrollment in arts, education and related 
disciplines declined somewhat, reaching about 67 per 
cent in 1976, and enrollment in more specialized profes- 
sional and technological fields increased. 


Table 9-2 


Percentage Distribution of Full Time Undergraduates by 
Discipline in Canada, 1960-1977 


1960 1970 1977 


Arts, science, education 64.1 73.0 67.0 
Engineering 15.0 9.3 10.4 
Medical and health 9.0 6.3 6.9 
Business and commerce 6.1 6.1 10.0 
Law 23 2.6 330) 
Other 3.6 ial 2a, 
Total (%) 100.0 100.0 100.0 
Total (000) 107.4 323.6 312.6 


Source: David Stager, “Federal Involvement in Post-Secondary Edu- 
cation for Highly Qualified Labour,” paper prepared for the 
HaSkelorce: 


In community colleges from 1962-63 to 1975-76, 
enrollment in technology courses increased from 9,000 
to 28,000, in business courses from 1,000 to 40,000 and 
in applied arts from 1,000 to 17,000. In addition, in 
1975-76 approximately 75,000 college students were 
enrolled in pre-university programs which did not exist 
in 1962-63. 


The implications of these current trends were dis- _ 
cussed in Chapter Four where it was concluded that a 
significant excess of highly qualified labour in the 
aggregate would exist through the 1980s (Table 4-15), 


but that shortages would persist in the West (Table 
4-16) and tight markets would persist for engineers, 
technologists, systems analysts and some other disci- 
plines throughout the 1980s (Table 4-8). If the major 
resource projects proceed and world demand recovers 
faster than expected, the market for engineers, technolo- 
gists, and related manpower could become extremely 
tight. Markets for some scientists could also become 
extremely tight if a major commitment is made to 
encourage scientific research. The shortfall in terms of 
numbers of engineers or scientists is extremely difficult 
to quantify and no “‘top-down” forecasting method such 
as we have used here is sufficiently accurate for the 
purpose. 


Although no one of the above four methods for assess- 
ing the best allocation of resources for training at the 
post-secondary level produces highly reliable results, 
where the results from all four methods are similar they 
carry much greater credence. The Task Force analysis 
using all four methods suggests the following points in 
the context of the relationship of post-secondary training 
to labour market needs, recognizing provincial roles in 
all these areas. 


e Some reduction of the total commitment of 
resources to post-secondary training would be 
appropriate in order to free resources for other 
types of training. 


e Significant reallocation of resources is required 
within the post-secondary system. This would 
include expansion of instruction in engineering 
(especially those fields related to primary industry 
development, the continuous process industries, 
heavy construction electronics and biotechnology); 
expansion of technological training at the college 
level; reduction in instruction in general arts and 
disciplines related to teaching, education and public 
administration; selective expansion of graduate 
training in some areas of pure science to facilitate 
an increase in research and development activity; 
selective expansion of business courses at the col- 
lege level and at the MBA and DBA level. 


e Although reallocation of resources within the post- 
secondary sector is required, excessive contraction 
of specialized facilities and faculty must be avoided. 


e Because the demand for highly qualified labour in 
Alberta and British Columbia will exceed by far the 
supply of graduates from those provinces, large 
proportions of the net requirements will continue to 
be met by graduates from other provinces. For this 
reason, the number of new graduates in business, 
engineering, the technologies and pure science in 
central and eastern Canada should be planned to 
exceed the demand in this part of the country. 


e Some shifting of the burden of financing post- 
secondary education back to the private sector 
would promote a better allocation of resources 
across disciplines and between post-secondary train- 
ing and other competing investments, although 
some increased funding for student support would 
be necessary to ensure equality of access and to 
compensate for some net migration of graduates. 


These five main conclusions follow from our analysis 
of the requirements of highly qualified labour in the 
1980s and from our assessment that more resources 
must be directed to the training of highly skilled blue- 
collar workers. Clearly, various factors other than man- 
power requirements are bound to influence the funding 
of university and college training. Nevertheless, some 
changes in federal policy would appear to be justified on 
the basis of labour market considerations. In particular, 
policy should be structured to encourage universities and 
colleges to be more responsive to changing labour 
market conditions. 


Professor Peter Leslie, in his recent report on Canadi- 
an Universities 1980 and Beyond (1980), commented on 
the difficulty universities have in the following way: 


Our survey of the arrangements which Canadian 
society makes for the financiai support of its univer- 
sities has revealed two major flaws. One is that 
there is hardly any carrot for innovation; the other 
is that there is only a very flimsy stick for inducing 
structural change where it is necessary, and for 
inventing solutions to staffing problems and pro- 
gram redundancy or overcapacity... . In short, 
there must be rewards for attracting students and 
penalties for driving them away; and this implies a 
financing technique which is fairly sensitive to 
enrollment, at least over the longer term. Only 
under these conditions can an institution have any 
financial incentive to take its teaching function 
seriously, to redesign academic programs and to 
revise curriculum to meet changing needs and to 
reflect changes in knowledge, and to reward its 
faculty for excellence in teaching. (pp. 314-315) 


Although it is easy to talk of increased adaptability, 
the achievement will be much more difficult in the 
1980s when total enrollments are static or declining than 
it would have been in the growth environment of the 
1960s. In the present environment the institutions face a 
severe adjustment problem because existing staff and 
facilities cannot be adapted to widely varying disci- 
plines. Adjustment and adaptation within the post- 
secondary sector are even harder than in the automotive 
or textile industry, given the high degree of specializa- 
tion of labour and equipment. Moreover, it is critical 
from a labour point of view to maintain the base train- 
ing capacity in disciplines that are not currently in 
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demand, so that training can be expanded rapidly when 
labour market conditions change. In encouraging flexi- 
bility, government must not over-react to changing 
cycles of demand for university graduates. 


In sum the Task Force would state the following 
federal labour market objectives in relation to training 
at the post-secondary level. 


e The supply of college and university graduates 
should be sufficient to meet needs for highly quali- 
fied labour in Canada without the need for 
immigration. 


e Colleges and universities should have sufficient 
flexibility to adapt their programs according to 
changing labour market needs. 


e A base capacity should be maintained in all disci- 
plines so that enrollments can be expanded rapidly 
to meet changing labour market requirements. 


e Institutions should train to meet national manpower 
requirements and not just those of the province in 
which they are located. 


e Students should be encouraged to enter disciplines 
that are likely to be in high demand in the five-to- 
ten-year time horizon. 


The federal government could contribute to the 
achievement of these objectives in the following ways: 


e by ensuring the provision of good labour market 
information to the institutions and to students; 


e by better management of the demand for labour for 
research and development and for the federal public 
service; and 


e by making its contribution to financing of training 
at the post-secondary level in a more appropriate 
manner. 


It is to a discussion of the last point that we now turn. 
It is the Task Force’s view that the following factors 
should be considered in the development of needed 
changes in training at the post-secondary level. 


First, some portion of federal expenditures tied to the 
base support given the institutions by the provinces 
would be important in maintaining the academic base in 
disciplines currently not in high demand. 


Second, to encourage institutions to be more adaptive, 
greater incentives to respond to student demand are 
needed and students should have more “‘clout”’ in exer- 
cising that demand. For this reason, student fees should 
probably constitute a much greater proportion of reve- 
nue for the institutions than they now do. Moreover, fees 
more closely related to the marginal cost of instruction 
than they now are would provide some incentive for 


158 


institutions to expand the expensive programs in tech- 
nologies, engineering, pure science, etc. In order to 
enable students to meet at least part of these higher fees, 
federal aid to students would probably need to be 
increased and designed in such a way as to encourage 
students to enter disciplines in which labour markets are 
expected to be tight. This may mean full compensation 
for the higher fees that institutions would have to charge 
for certain disciplines (engineering, science, technolo- 
gies, etc.) and especially for graduate training. 


There are many possible ways to structure such a 
student support program. From a labour market per- 
spective, however, an efficient support system could 
consist of two elements. 


e Grants could be designed to cover a greater fraction 
of fees in those disciplines in high market demand 
or in which there is a compelling national interest. 


e Loans could cover the remainder of fees and some 
part of the income forgone by students, with repay- 
ment contingent on subsequent earnings. 


The Task Force recognizes that student fees and 
student aid systems are not a federal responsibility, but 
that student aid systems are shared by the federal and 
provincial governments. Therefore, extensive and 
detailed consultation with the provinces and institutions 
would be necessary to establish the feasibility of the 
suggestions above. 


As the whole question of student finance has been 
addressed in the Report of the Federal-Provincial Task 
Force on Student Assistance (1981), little discussion of 
student financing arrangements is needed here. 


Third, institutions could be encouraged to tap other 
sources of private sector funding. Canadian institutions 
have been far less entrepreneurial than their U.S. coun- 
terparts in deriving support from private industry. To 
encourage institutions to meet more effectively the needs 
of employers and to encourage employers to increase 
their interest in and support for the institutions, the 
federal government could institute a program whereby it 
would match corporate contributions to institutions for 
the establishment and operation of specialized training 
programs. The natural resource industries in particular 
are a potential source of finance for some university 
faculties. The financial involvement of industry would 
not only increase university training in certain disci- 
plines but might also lead to improvements in the qual- 
ity and relevance of course offerings. 


Even greater potential exists for industry-college co- 
operation. Federal matching grants appear to be an 
efficient and cost-effective means to encourage industry 


participation and to ensure that certain specialized man- 
power needs are met. 


Cooperative education and other forms of work-study 
programs represent other means of increasing employer 
involvement. Cooperative education refers to programs 
which provide periods of study interspersed with periods 
of work, allowing students to acquire valuable work 
experience. Business and industry are linked to the 
educational institutions through the placement of stu- 
dents as well as through curriculum development. The 
federal government has in the past provided funds for 
the administrative costs associated with the setting up of 
cooperative education programs. The Task Force recom- 
mends continuing federal involvement, possibly in the 
form of grants to cover some of the administrative costs 
of setting up such programs, particularly to develop 
programs supportive of an affirmative action approach 
for women, Native people, and the disabled. Federal 
financing could provide some student assistance during 
the first year to cover the extra costs of enrolling in a 
cooperative education program, or could provide special 
grants to employers to hire the disabled. The important 
point from the Task Force point of view is the link with 
the job experience which such programs provide. 


In its financing of post-secondary training, it would 
seem appropriate for the federal government to absorb 
more of the cost of university-based research. The feder- 
al granting bodies could pick up a greater fraction of 
research overheads. As this element is more appropriate- 
ly dealt with by research councils themselves, no elabo- 
ration is required here. 


A final element of a federal financing package could 
be some form of thrust funding or adjustment assistance 
for the institutions, to encourage the expansion of physi- 
cal plant and human resources in disciplines in high 
demand. Such assistance could be channelled to univer- 
sities and colleges through an agency which might be 
made up of members appointed by the federal and 
provincial governments and industry. Whatever the form 
of this financing and whatever mechanism is used to 
deliver it, the Task Force concludes that some mech- 
anism is needed to provide funds for the additional 
instructional capacity in these high demand disciplines 
in order to avoid shortages of the highly qualified. 


In sum, significant adjustments to the post-secondary 
system will be required to meet the skill needs of the 
1980s. While the federal government can play a part in 
improving the adaptability of the system, the main 
initiatives will have to be taken by provincial govern- 
ments and the institutions themselves. Federal policies 
can be facilitative, but collective federal, provincial, 
institutional and private sector action is required to 
achieve full success. 


Training for the Higher 
Skill Trades 


This section is concerned with the domestic training 
“system” for a range of occupations within three broad 
groupings: the higher skill manufacturing, construction, 
and mechanical and repair trades. These occupations 
have a number of common characteristics with respect 
to training. They all involve high levels of manual skills 
requiring lengthy training (generally about four years). 
Training is provided predominantly on the job by 
individual employers but frequently involves an institu- 
tional component as well. The main method of training 
is apprenticeship (a combination of employment-based 
training and vocational education), although some of the 
skills can also be acquired by a less formal process of 
upgrading on the job. 


The training “system” for these occupations in 
Canada thus includes the provincial apprenticeship sys- 
tems, training programs operated by individual compa- 
nies outside of the formal and regulatory arrangements 
of the provincial systems, and other less formal methods 
of skill acquisition to reach journeyman/woman status. 
This is therefore a different kind of training system than 
that constituted by the post-secondary education sector. 
It should be noted that we are not concerned here with 
the provincial apprenticeship systems as a whole, since 
these cover training for a wider range of occupations 
than the higher skill trades. 


As shown in Chapter Four, the recorded annual aver- 
age output from the major domestic supply sources for 
these higher level trades skills over the period 1975-79 
was around 20,000, within which the construction trades 
represented nearly one-half. This excludes the output 
from company-based training for which no comprehen- 
sive information is available. 


There have been several phases in the historical de- 
velopment of the domestic training system for these 
skills and in federal government support for its develop- 
ment through the provincial apprenticeship systems. 
Concern about the inadequacy of arrangements for 
skilled trades training in Canada surfaced in the period 
following World War I and again after World War II. 
Between the wars and during the 1950s, however, 
Canada opted for heavy reliance on the training systems 
of overseas countries and imported trade skills to meet 
the demands of industrial expansion. 


By the end of the 1950s, concern about vocational and 
technical training generally had resurfaced and was in 
large part the basis for the federal Technical and Voca- 
tional Training Act (TVTA) of 1960. Although appren- 
ticeship training grew in significance, the decline in 
immigration by skilled workers expected in the 1960s 
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did not occur. Canada continued to be significantly 
dependent on overseas supply sources to meet demand 
for trades skill (especially in manufacturing). Demand 
in this area in the 1960s was overshadowed by the 
relatively stronger growth in demand for occupations in 
the services sector. 


In the second half of the 1970s, renewed strength in 
the goods-producing sector generated relatively stronger 
demand for industrial trade skills. By the end of the 
decade there was again increasing concern about the 
adequacy of the training system to supply the needs of 
industry. By that time, the federal government had 
become involved in support for trades training in the 
following ways. 


¢ Under CMTP, the provinces are reimbursed for the 
costs associated with provision of statutorily 
required institutional training for apprentices. 


The federal government pays training allowances to 
apprentices attending school who are not eligible 
for or entitled to unemployment insurance benefits. 


e Again under CMTP, the federal government pur- 
chases a significant amount of pre-employment 
training related to trades designated for apprentice- 
ship, including the higher skill trades. 


Under CMITP, the federal government also assists 
employers of new apprentices in initial on-the-job 
training for up to 20 weeks by reimbursing a por- 
tion of wages. 


In September 1978, the federal government 
announced a new program — Critical Trades Skill 
Training (CTST) — involving a substantial increase in 
federal resources allocated to training for certain higher 
skill trades. The CTST program, which first became 
operative in fiscal 1979-80, was intended to assist the 
private sector to develop a training capacity in a select 
group of high skill industrial trades. 


This initiative reflected the widespread concern about 
skill trade shortages which developed in the late 1970s, 
expressed in the 1978 industrial sector consultations and 
later in a number of surveys which documented the 
extensive difficulties faced by firms experiencing short- 
falls. Over 86 per cent of respondent firms in a survey 
conducted by Machinery and Equipment Manufacturing 
Association of Canada (MEMAC) in the first quarter of 
1979 were experiencing difficulties in meeting their 
needs for journeymen/women. A 1980 survey by the 
Economic Council of Canada, covering 1,400 firms 
Canada-wide, found that about one-half of all firms 
reported some hiring difficulties in the recent past. 
Around 20 per cent of firms in the ECC survey which 
experienced shortages in skilled manufacturing trades 
responded by curtailing production. The findings from 
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these employer surveys were consistent with other statis- 
tical indicators pointing to increased labour market 
tightness in high skill trades occupations. 


One statistical indicator of changes in labour market 
tightness within an occupation is the “V/U ratio,” the 
ratio of unfilled job vacancies to the number of unem- 
ployed in that occupation. A CEIC analysis (June 1980) 
of V/U ratios for 13 selected skilled trades between 
1974 and 1979 found that while not all encountered 
increases in labour market tightness in recent years (as 
measured by shifts in the V/U ratio), labour markets 
were tighter for tool and die makers, machinists, motor 
vehicle mechanics and machinery mechanics (industry, 
farm and construction) than for the other occupations 
studied; that by 1979 two of these trades — tool and die 
makers and machinists — appeared to approach or 
exceed 1974 levels of tightness (the previous peak); and 
that labour markets for these trades were tighter in 
Alberta than in other parts of the country. 


This same CEIC study also examined the extent to 
which hiring difficulties in these trades in 1979 were 
attributable to cyclical or secular factors. The study 
concluded that hiring difficulties in 1979 in the four 
trades referred to above were associated with both cycli- 
cal factors (indicated by higher rates of industrial 
capacity utilization) and secular factors (indicated by 
slower growth in the supply of these trades). 


As shown in Tables 9-3 and 9-4, industrial capacity 
utilization in 1979 was approaching the peak of the 
economic cycle. But the annual new supply in the four 
occupations in 1979 from immigration and apprentice- 
ship combined was almost 10 per cent less than in 1974. 
This decline was due to the reduction of more than 
3,000 persons in the annual supply from immigration, 
which was larger than the increase of 2,200 apprentice- 
ship completions in 1979. The expansion of supply from 
the major domestic source for these skills, although 
substantial, was therefore not large enough to offset the 
decline from immigration. 


The decline in supplies of higher skills from immigra- 
tion, illustrated in the 1980 CEIC study described 
above, has occurred in all trade groupings, but its sig- 
nificance is greatest in the case of the manufacturing 
trades. Historically, dependence on offshore sources has 
been greatest in the manufacturing trades, and even in 
1979 some 38.1 per cent of total inflows in these trades 
was recruited overseas, as shown in Table 9-5. Although 
this was considerably less than the corresponding pro- 
portion only five years earlier (66.4 per cent in 1974) for 
manufacturing trades as a group, in some highly skilled 
manufacturing trades the rate of immigration decline 
has been even more rapid (and from an even higher level 
of previous dependence on immigration). 


Table 9-3 


Indicators of Cyclical Influence on Labour Market Tightness in Selected Higher Skill Trades, 1974-1979 


Capacity Industrial, 
utilization Tool and Machinist, farm and construction Motor vehicle 
Year index! die making machine tool machinery mechanics mechanics 
(V/U Ratio)? 

1974 90.3 70 93 53 44 

1975 81.2 14 20 26 19 

1976 82.7 44 15 20 15 

1977 82.2 61 19 16 10 

1978 86.0 118 37 15 13 

1979 87.2 137 64 24 20 

‘Average of Quarterly Indices (Stats Canada, Cat. No. 31-003). 

*Based on CEC data on registered job vacancies and UIC data on UI benefit claimants. 

Source: CEIC, Labour Market Tightness in Selected Higher-Skill Occupations, August 1980. 

Table 9-4 

Changes in Availability of Skilled Tradesmen/ women between 1974 and 1979 

Immigration Apprentices! Total 

Occupation Year (1) (2) (3) = (1) + (2) 

Tool and die makers 1974 375 95 470 

(8311) 1979 270 132 402 
Difference -105 o7 -68 

Machinists 1974 1,549 203 1,752 

(8313) 1979 690 372 1,062 
Difference -859 169 -690 

Ind., farm, const. machinery mechanics 1974 1,076 842 1,918 

(8584) 1979 514 1,793 2,307 
Difference -562 951 389 

Motor vehicle mechanics 1974 3,098 2,386 5,484 

(8581) 1979 1,438 3,502 4,940 
Difference -1,660 1,116 -544 

Total above four occupations 1974 6,098 3,526 9,624 
1979 2,912 5,799 8,711 
Difference -3,186 PADATLR -913 


'These data need further verification because in some cases not all the 7-digit occupations have been included in this 4-digit category. 
Source: CEIC, Labour Market Tightness in Selected Higher Skill Occupations, August 1980. 


The decline in offshore recruitment has been accom- 
panied by a more restrictive federal government policy 
towards Canadian firms seeking to import skilled work- 
ers. However, the reduced availability of overseas work- 
ers (especially when buoyant economic conditions pre- 
vail in the European Economic Community countries) 
appears to have been a significant factor also. Despite 
the change in federal policy, no firm has been denied 
access to offshore recruitment to meet immediate 
requirements for skills requiring longer-term training. 


The Outlook 


The central question for training policy in this area is 
whether the current training arrangements for higher 
level trades are adequate to supply industrial require- 
ments in the 1980s. 


The requirements for these skills arise from both 
growth and replacement demand. As shown in Chapter 
Four, strong demand is projected to 1990 for manufac- 
turing trades in particular and also for construction 
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Table 9-5 


Supply Sources of Higher-Skill Manufacturing Trades, 1974-1979 


Domestic sources 


Offshore sources 


All sources 


Journeyman/ Offshore as 

woman Employment per cent of 

Year Apprentice certificate Total Immigration visas Total Total total supply 
1974 2,097 1,876 3,973 7,566 + 289 pesto) 11,828 66.4 
1975 2,478 2,073 4,551 5,933 - 329 5,604 10,155 6 9s 
1976 2,969 1,249 4,218 4,034 tee 9D 4,126 8,344 49.4 
1977 2.002 E539 5,191 3,164 — 153 3,011 8,202 36.7 
1978 3,872 1,192 5,064 2,213 - 444 1,768 6,832 25.9 
1979 3,654 2,455 6,109 25a + 822 3,19) 9,864 38.1 
Total 18,722 10,384 29,106 25,843 +277 26,119 dosee0 47.3 


Source: CEIC, Supply-Demand Imbalances in Higher Skilled Trades, June 1980. 


trades. Although growth demand is generated by the 
level and structure of industrial development, replace- 
ment demand arises from depletion of the stock of trade 
skills due to wastage, especially aging. 


Replacement demand in the higher skill trades is 
likely to be substantial and relatively greater than for 
those with university and college training. 


Estimates based on the 1971 Census indicate that up 
to 15 or 20 per cent of persons in the highly skilled 
occupations as a whole were aged 55 years or more in 
1979. This is somewhat higher than the corresponding 
proportion for the highly qualified occupations (11 per 
cent). Exits from the trades work force through retire- 
ment over the next decade will be considerable. These 
estimates are supported by findings from several 
employer surveys. They are consistent with the fact that 
the expansion of post-secondary education occurred 
more recently and involved predominantly the young, 
while entrants to the trades work force, especially from 
immigration, have been older than their highly qualified 
counterparts. 


The “‘aging” of an occupational work force not only 
depletes the stock and creates replacement needs, but 
also contribute to labour market imbalances in other 
ways. Decreased mobility of the work force is one 
important factor, because geographic mobility in the 
trades labour market could be a high priority in the 
1980s, depending upon the pattern of industrial and 
resource development. An aging work force, with rela- 
tively fewer mobile entrants from declining offshore 
supplies, could mean reduced geographic mobility of the 
trades work force. Structural as distinct from aggregate 
demand/supply imbalances could therefore increase 
unless there is a compensating inflow of younger and 
more mobile entrants. Precisely these considerations 
(based on actual experience) have been advanced by 
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Ontario employer groups to support an expansion of 
pre-apprenticeship training for young people in certain 
construction trades. 


The outlook strongly implies the need for expansion of 
the domestic training system for these skills. In fact, 
both provincial apprenticeship authorities and the pri- 
vate sector — as well as the federal government — have 
already recognized and responded to this need. Appren- 
ticeship intakes, especially in the western provinces, 
have been increasing substantially. In some provinces 
(such as Ontario), steps have been taken to bring train- 
ing in the manufacturing trades (previously haphazard 
or non-existent) within the ambit of the regulated 
apprenticeship system. As well, innovations within 
apprenticeship have been introduced in collaboration 
with industry to encourage further expansion of train- 
ing, e.g., through allowing apprentices to be indentured 
to local industry committees rather than single employ- 
ers. Outside the apprenticeship system, some provinces 
have developed or expanded trades training through 
pre-apprenticeship courses in community colleges and 
shifted some training into the secondary school system. 


In the face of this expansion and its gathering 
momentum, any proposal for further expansion must be 
carefully considered, particularly because concern over 
the adequacy of the training system has been a recurring 
theme in the history of Canadian trades training. 


On balance, the Task Force has concluded that fur- 
ther expansion is badly needed on two grounds. The first 
is that the growth projections outlined in Chapter Four 
point to continuing strength of demand for high skill 
trades throughout the decade, while recognizing that 
there will continue to be variations in demand between: 
trades. The second is that the degree of dependence on 
overseas sources for these skills, despite the recent 
domestic expansion, is still so great that considerable 


scope remains for further reductions in immigration as a 
response to any threatened oversupply. 


The Adequacy of Current 
Training Arrangements 


The question of how to achieve the needed expansion 
requires first an examination of the factors retarding 
expansion. The domestic training system for the higher 
skill trades has failed in the past to supply the needs of 
industry for these skills and continues to produce insuffi- 
cient supplies for several reasons. 


In the first place, the availability of supplies from 
offshore sources reduced the need for development of 
the domestic training system to provide for all needs. As 
noted earlier, Canada has relied heavily on the training 
systems of overseas countries, especially in the manufac- 
turing trades. 


Secondly, a characteristic of the domestic training 
system for these skills is its instability during the busi- 
ness cycle. The effect of cyclical instability is curtail- 
ment of training during a downturn phase, affecting 
both new entrants and those already in training. This 
leads to reduced supplies during the upturn, which then 
contribute to tightness in the labour market. Because of 
the shorter lead times involved in obtaining tradesmen/ 
women from offshore in times of expanding production 
and the tightness in the domestic trades labour market, 
there is greater resort to immigration and employment 
visas to obtain supplies during the upturn. 


A 1973 Ontario report by the Ontario Ministry of 
Colleges and Universities documented for the period 
1957-70 the association of low levels of apprentice regis- 
tration (intakes) with periods of declining employment, 
and conversely increased intakes as unemployment 
declined. The trade occupations involved were carpenter, 
motor vehicle mechanic and electrician. 


The cyclical instability of training capacity derives 
from an inherent limitation in the training system for 
high level trades skills. Because training is provided 
predominantly on the job, cutbacks in production (in 
response to demand shifts) reduce the opportunity for 
training. 


The fact that training in these skills is provided on the 
job by individual employers provides a further explana- 
tion for underinvestment in this form of training — the 
high costs of doing so for some employers and the risk of 
doing so in terms of the likely return on investment in 
training, due to loss of the trainee (or tradesmen) to 
another employer. 


Several recent studies have examined the costs and 
benefits to employers of providing high skill trades 


training, expecially in the metal working trades in the 
manufacturing industry where previously supplies were 
obtained largely from overseas. The findings are not 
always comparable because of the different approaches 
taken, but they do justify some general conclusions. 


For many but not all employers, training apprentices 
in the metal working trades involves a net cost over the 
apprenticeship period as a whole, sometimes a substan- 
tial one. In general, the net cost to firms is concentrated 
in the early part of the training period. In a 1978 
Ontario study, for example (Currie, Coopers and 
Lybrand), 65 per cent of the net cost was concentrated 
in the first two years of the apprenticeship period. The 
high concentration of net cost in these early years is in 
large part due to the low productivity of the apprentice 
relative to the wages paid (which are commonly above 
the legally prescribed minimum). 


The 1978 Ontario study found that on average, 
apprentice productivity in the first six months of train- 
ing was equal to only 82 per cent of wages paid, rising to 
86 per cent in the second six months but still only 95 per 
cent in the second year. Another study (Dept. of 
Employment and Immigration, 1977) reported that typi- 
cally apprentice productivity in surveyed firms was 
equal to only 25 per cent and 65 per cent of tradesmen/ 
women productivity in each of the first and second years 
of apprenticeship, whereas the wages of apprentices 
were set at 68 per cent and 77 per cent of those applying 
to journeymen, respectively. Wide variations in appren- 
tice productivity (whether estimated or actually record- 
ed) were not uncommon in these surveys. A 1980 British 
Columbia study covering three firms found apprentice 
productivity differentials of almost 30 per cent over the 
apprenticeship period as a whole. 


Another significant finding relates to the impact of 
apprentice wastage on training costs. The 1978 Ontario 
study found that on average, 15-20 per cent of the net 
cost of apprentice training could be attributed to trainee 
attrition. 


Finally, the 1978 Ontario study found that training 
firms, on average, lost around 25 per cent of their 
trained apprentices to other firms within five years of 
apprenticeship completion, broadly the same turnover 
rate as for tradesmen/women recruited from outside the 
firm. For those firms incurring a net cost for the appren- 
ticeship period as a whole, retention of the fully trained 
apprentice for some years may be necessary merely to 
recoup costs, let alone register a return on their invest- 
ment. It is difficult to specify what on average the 
minimum period might be, since this involves estimation 
of the productivity contribution of a fully qualified 
tradesman/woman. 
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A firm providing training in the higher skill trades, 
especially the industrial trades, faces a high risk of 
losing its trainee apprentices or tradesmen/women 
because of two factors: the transferable nature of the 
skills and the highly fragmented nature of industries 
utilizing the skills. As the MEMAC submission to the 
Allmand Committee (1980) pointed out, some of the 
key industrial trades such as metal machinists are 
employed not only in the metal machinery and equip- 
ment manufacturing sector but also in a wide range of 
other metalworking industries such as automobile manu- 
facture, auto parts, aircraft, farm implements, transport 
equipment, general manufacturing, and the maintenance 
operations of the major resource exploitation industries, 
such as forest products, mining, petrochemical and 
energy production. 


Moreover, these industries comprise large numbers of 
firms, with substantial wage differentials between the 
training firms (typically the lower wage and smaller-size 
firm) and non-training or “poaching” firms (often the 
larger-size firms with presumably greater scope for 
achieving economies of scale in trades training but with 
a tendency instead to recruit already trained workers by 
means of high wages. In the machinery and metals 
fabricating sectors of the manufacturing industry, there 
are nearly 6,000 establishments employing almost 250,- 
000 employees, and over one-half of these establish- 
ments employ less than 20 persons (see Table 9-6). 


The provision and financing of transferable skill train- 
ing or general training by individual firms in the case of 
higher skilled trades stands in sharp contrast to the 
public sector funding of a wide range of other forms of 
general training, much of it provided in public educa- 
tional institutions. 


Table 9-6 


For private sector employers the implication of 
expanding the domestic supply to compensate for 
reduced supplies from overseas sources is the imposition 
of training costs previously borne by the overseas train- 
ing systems. These costs are being increasingly trans- 
ferred to the Canadian private sector. Not surprisingly, 
employers have queried the equity of providing extensive 
public sector financing of training for some other skills 
while the private sector is left to finance industrial skills 
training. 


Just as the equity and efficiency of current methods 
for financing skill trades training have been questioned, 
so also has the equity of current access to trades training 
and employment. The fact that the training system for 
these skills is located predominantly in industry also 
contributes to a relatively greater inequality of access to 
training and employment opportunities in this occupa- 
tional area than in other high skill occupations. 


Access to training is limited in the first place by the 
total number of apprenticeship or other training places 
offered by employers. Because the number of places 
fluctuates with the economic cycle, training opportuni- 
ties are influenced by economic conditions in a way 
which does not apply to institutional training for other 
high skill occupations. 


Further restrictions of access to skilled trades training 
also arise because of the nexus between training and 
employment in these skills. Canadians living in some 
regions of the country are more restricted in the oppor- 
tunity to train for the skilled trades because of regional 
differences in industrial structure and in the willingness 
of employers to offer training places. These inequalities 


Number of Establishments and Employment in Selected Manufacturing Industries, by Employment Size 


of Establishments, 1978 


Primary metals 


Firm size No. of Employment 
(no. of employees) establishments (000) 
0-4 
5_9 67 0.3 
10-19 
20-49} 183 Pa 
50-99 
100-199 64 9.4 
200-499 43 12.8 
500-999 2 16.8 
1000 + 20 71.9 
Total 402 118.4 


Industry 
Metals fabricating Machinery 
No. of Employment No. of Employment 
establishments (000) establishments (000) 
1097 ZI 220 0.4 
808 5.3 166 1.1 
913 12.6 214 3.0 
960 29.5 342 11.0 
{94 54.9 295 28.3 
96 28.0 58 Tha 
{28 20.3 28 25.4 
4496 152.8 1323 86.4 


Source: Statistics Canada, Manufacturing Survey 1978, unpublished data. 
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of access may be further compounded by regional differ- 
ences in the severity of cyclical fluctuations. 


Access to training places provided by employers is 
difficult for certain groups in the labour market. In 
unionized areas of employment, for example, collective 
agreements often specify not only union membership but 
also seniority as a basis for entry to apprenticeship 
openings, rather than merit or aptitude (as measured by 
proficiency testing). It is arguable that this practice is 
inefficient because it may not permit the selection of the 
best qualified trainees and may therefore impose higher 
training costs on the employer and may deter some 
employers from even offering apprenticeship training. A 
further problem is that this practice preserves traditional 
occupational patterns and makes access difficult for 
women, Native people and other groups. As noted in 
Chapter Six, the difficulty faced by these groups in 
gaining access to apprenticeship training is due partly to 
systemic discrimination and cultural attitudes of 
employers. But it also reflects substantive economic 
considerations which apply in the case of industry-based 
training. The impact of these considerations may have a 
greater impact on these groups, but are valid for all 
trainees. 


Industry-based training means that the provider of 
training is not affected by the productivity of the 
trainee. Because apprentices in training are paid a wage 
(since they are also in employment), employers are 
obliged to take into account the productivity potential of 
prospective trainees. Where this potential is assessed by 
the employer as low or uncertain relative to wages and 
other training costs, the prospective trainee will not 
surprisingly have problems gaining access to training. 


As this examination of trades training arrangements 
in Canada has shown, there is no single simple explana- 
tion for present shortcomings in terms of securing an 
adequate supply of high level trades skills, nor in allow- 
ing all Canadians equal access to training opportunities. 
A common thread, however, is the on-the-job nature of 
training for these skills which contributes to the problem 
of instability of training due to cyclical swings, the high 
costs and risks of investment in training, and the dif- 
ficulties of gaining access to training. 


The Federal Government 
Response 


The fact that there is no single simple problem in this 
segment of the training system suggests that there is no 
single simple remedy. The preceding analysis in fact 
suggests the need to move on several fronts to encourage 
expansion and stability in the domestic training system 
and to promote greater equality of access to training and 
employment opportunities in the skilled trades. 


The question we now turn to is what are the most 
appropriate policies for the federal government to adopt 
in order to achieve these objectives. 


One option which has been proposed as a means of 
encouraging more firms to train for the skilled trades is 
a levy/grant system. Important organizations in the 
private sector have in fact proposed that the federal 
government should legislate to establish a levy/grant 
system in each industrial sector where skilled trades 
shortages are a problem. 


The levy/grant mechanism seeks to increase the total 
level of investment in general or transferable skill train- 
ing by removing all or part of the costs of this training 
from individual employers and having these costs borne 
instead by employers collectively. The mechanism oper- 
ates through imposition of a levy on firms employing 
transferable skills and distribution of the resulting funds 
in the form of grants to those employers who undertake 
training. 


The rationale for the levy/grant mechanism is that a 
less than optimal level of investment in training for 
transferable skills occurs because of the high risk to 
individual employers of securing an adequate return on 
their investment in such training. This arises from the 
“poaching” behaviour of some employers who do not 
themselves train but instead opt to recruit trained work- 
ers from training firms, deterring other employers from 
providing training. 


The levy/grant mechanism, by forcing non-training 
firms to compensate training firms, provides an incen- 
tive to the former to undertake training for their own 
needs and the latter possibly to train beyond their own 
needs. 


At first glance, a levy/grant system appears to have 
much to recommend it. But as shown in Appendix B, 
which reviews the British experience with a levy/grant 
system, there are serious limitations to its effectiveness 
as an instrument for achieving an adequate allocation of 
resources to training. It does not address the problem of 
instability in the level of training resources which arises 
from cyclical fluctuations. Its effectiveness in reducing 
the impact of the “poaching” constraint on investment 
in transferable skill training is limited because of the 
difficulties of creating effective financial incentives to 
train and at the same time ensuring equitable redistribu- 
tive effects through a levy/grant mechanism. 


The necessary conditions for the mechanism to have 
even a reasonable chance of success — a high degree of 
homogeneity among firms, and low wage differentials — 
are not present in the case of some of the most critical 
trades skills in Canada. Firms which employ these skills 
are scattered throughout many industries: they vary 
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greatly in size and skill mix and most of the other 
variables (such as labour turnover rates) which create 
problems for the equitable operation of the levy/grant 
mechanism; inter-firm wage differentials for the skilled 
workers are not insubstantial; and private sector support 
for such a scheme is far from universal. 


For these reasons, the Task Force has considered that 
a levy/grant system is not likely to be an effective means 
of achieving the allocation of resources necessary for 
training in the higher skill trades in the 1980s. Further- 
more, on equity grounds there is little support for a 
mechanism which requires private employers — albeit 
collectively — to bear the cost of training for transfer- 
able trades skills when the public sector finances other 
forms of general training. 


Equity considerations argue rather for increased 
public financing of training for these skills. And because 
financial considerations are significant in preventing 
further expansion of trades training by employers, there 
is in fact a strong case for increased public funding to 
tackle this and the range of other problems identified 
earlier: 


¢ to reduce the current disparity between the costs 
and benefits to individual employers of providing 
on-the-job training; 


* to reduce the impact of cyclical swings on the 
stability of training; 


¢ to improve the quality of on-the-job training; and 


¢ to promote greater equality of access to trade 
training. 


There are basically two possible approaches for the 
application of public funds to alter the benefit/cost ratio 
of on-the-job training: reducing the costs of training 
through provision, for example, of direct subsidies to 
employers (such as those currently provided under 
CMITP and CTST), and increasing the productivity of 
trainees during the period when productivity is low 
relative to wages and other costs, in order to reduce the 
payback period. 


One means for achieving this increase in initial pro- 
ductivity would be through provision of intensive off- 
the-job training prior to or early in the apprenticeship 
period. This pattern of early intensive training has long 
been a feature of trades training systems in Western 
Europe, from which Canada has drawn so much of its 
current skilled trades labour force. Thus in West Ger- 
many as far back as 1968, some 70 per cent of appren- 
tices in the engineering industry were spending up to six 
months in off-the-job training in the first year of 
apprenticeship. Similarly, in Great Britain by 1968/69, 
some 75 per cent of apprentices in the engineering 
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industry were trained off-the-job for the first 12 months 
of apprenticeship, either in industry training centres 
(operated by the Engineering Industry Training Board), 
in-plant training centres or technical colleges. In the 
larger engineering firms, apprentice training had shifted 
almost exclusively to this pattern — in firms employing 
250 or more persons, 90 per cent of first-year appren- 
tices were trained off-the-job. 


A recent OECD review (1979) of apprenticeship sys- 
tems in Western Europe and English speaking OECD 
countries and, more recently, a 1980 OECD Conference 
on Apprenticeship identified the trend towards increased 
provision of this form of training as one of the major 
developments in apprenticeship in the OECD area. A 
characteristic of this form of training is its emphasis on 
practical skills training, even when provided in educa- 
tional institutions. A measure of the significance of this 
development is to be found in the OECD review, in 
which the authors conclude that “the assumption that 
all or most of the practical training will occur on the 
employer’s premises is no longer valid” (p. 42). 


The OECD review identified two major forms which 
this development has taken. The first is generally based 
in the formal education system and involves either a 
prolongation of schooling or an introductory trades 
course, often for groups of trades rather than a specific 
occupation. Trainees in these courses frequently are 
undergoing trades training without being apprenticed to 
an employer, and in some cases may not spend any 
worktime at an employer’s premises during the training 
course, usually of one year’s duration. 


The second form involves full-time training in special 
centres for persons already apprenticed to an employer. 
These centres include group training centres established 
for an industry, a group of occupations, a group of firms, 
a region and also in-plant training centres operated by 
individual firms separate from the regular production 
process. The OECD review commented that in the first 
year of training especially, the tendency is for appren- 
tices to spend a continuous period in such centres, up to 
the full year. 


Countries which have introduced or recently expand- 
ed either or both of these training methods include West 
Germany, Great Britain, Ireland, France, Denmark, and 
Australia. The following examples illustrate the extent 
of the development in these countries (in addition to the 
German and British data provided above). 


e In France in 1979, 40 per cent of all first-year 
apprentices had completed a pre-apprenticeship 
year (operated in the context of compulsory 
schooling). 


¢ In West Germany (according to the 1977 OECD 
Review) growth of training centres in 1973-81 was 
planned to more than triple the number of training 
places provided, from 23,000 to 77,000 or nearly 16 
per cent of the total annual apprenticeship intake 
(all occupations) with a further 16 per cent in 
pre-employment trades training (with emphasis on 
the skilled metal trades). The federal government 
shares the funding of these centres with the private 
sector. 


e In Ireland in 1979, 60 per cent of first-year appren- 
tices received full-time off-the-job training (averag- 
ing 40 weeks) and a complete changeover to this 
new system by 1981 is planned. 


e In Australia, pre-apprenticeship trainees increased 
in 1976-80 from less than 2 per cent to around 12 
per cent of the national annual apprenticeship 
intake (20-30 per cent of some state apprenticeship 
intakes), with emphasis on the metalworking and 
automotive trades, and the federal government here 
also contributes to funding of off-the-job training in 
industry. 


By comparison with conventional on-the-job training 
methods, the effectiveness of intensive initial off-the-job 
training in producing productivity improvements in 
trainees has been demonstrated. In the United Kingdom, 
productivity gains of 40 per cent or more through off- 
the-job training methods introduced by the Engineering 
Industry Training Board were not uncommon. The 
introduction of first-year off-the-job training for engi- 
neering apprentices led to a reduction from five to three 
years in the time generally required for trainees to reach 
the skill levels of a qualified craftsman. An Australian 
study of metal trades apprentices undergoing intensive 
off-the-job training in a firm’s training centre indicated 
productivity levels after 12 months equivalent to third- 
year apprentices trained through normal methods and 
receiving third-year apprentice wage rates (about 75 to 
80 per cent of those of a qualified tradesman). 


In the case of pre-apprenticeship training in educa- 
tional institutions, the international evidence is more 
indirect and varied. Nevertheless, some inferences may 
be drawn from behaviour of employers in recruiting 
pre-apprenticeship trainees. The acceptance by employ- 
ers of this form of training has been uneven, generally, 
in its early years. This appears partly to reflect dissatis- 
faction with the practical skills competence and produc- 
tion speeds which institution-based trades training 
imparts. This certainly was the experience in both West 
Germany and Australia, for instance. 


But two aspects of the recent Australian experience 
with pre-apprenticeship training are noteworthy. First, 


between 60-70 per cent of pre-apprenticeship trainees 
are subsequently successful in finding apprenticeship, 
usually at second-year apprentice wage rates (sometimes 
third-year) and with a reduced apprenticeship term. 
This implies that employers consider their commencing 
productivity either equal to a conventionally trained 
second-year apprentice, or alternatively lower on com- 
mencing but worth the investment risk even with a 
shorter period in which to recoup costs. When it is 
further noted that pre-apprenticeship trainees initially 
were drawn from those young people who failed to find 
an employer willing to apprentice them (i.e., the bottom 
of the queue), the impact of the training in increasing 
their attractiveness to employers is more significant. 


Secondly, a trend has now developed for employers to 
recruit pre-apprenticeship trainees in preference to other 
apprenticeship applicants. This partly reflects improve- 
ments which the educational institutions have progres- 
sively made to the practical skills content of the training, 
so that this training now has undisputed benefits in 
terms of raising initial productivity levels. 


Both forms of off-the-job trades training — in indus- 
try and educational institutions — are currently pro- 
vided to some extent in Canada, the former mainly 
within individual (larger) companies and apparently in 
the context of a company’s own apprenticeship program. 
Under CMTP in 1978-79, some 5000 trainees took 
institution-based pre-employment training in courses 
allotted to CTST occupations. Although some criticism 
has been levelled at particular pre-apprenticeship 
courses by employers either for course content deficien- 
cies or for unfairly raising the expectations of course 
participants for apprenticeship, others are in favour of 
their expansion, e.g., in certain construction trades. Not 
all assessments have been unfavourable. As a recent 
evaluation of an Ontario pre-apprenticeship course in 
the automotive trades indicates (OECD, May 1980), 
these courses are equipping participants with high levels 
of productivity of greater value to employers: 


After eighteen months in this program, the pilot 
apprentices appear, on average, to be performing in 
terms of productivity at a level close to the tradi- 
tional apprentices who have been in the program 
twice as long. 


The trades training arrangements in Canada (and the 
environment in which these operate) are not identical to 
those of Western Europe or even the rest of the English- 
speaking world. European apprenticeship systems have 
generally a much larger role in their societies and are as 
much institutions for regulating the entry of young 
people into society as they are training systems for skills. 
The skill training through an apprenticeship system of 
adults with extensive work force experience, as in 
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Canada, is virtually unheard of and positively inhibited 
in some systems as for example in Great Britain. 


Nevertheless, the Task Force considers that there are 
good reasons why Canada should look to developments 
in trades training systems abroad at the present time 
when the need is to shape training systems appropriate 
to the demands of the 1980s. The skills required are 
generally common to most industrial countries, most of 
which have longer experience in training for their own 
needs in these skills and have devised more efficient 
methods for doing so. 


The developments described above are significant for 
Canada in several respects. They indicate that the shift 
of initial training in the skilled trades away from its 
traditional on-the-job location is a world-wide trend. 
Common trends include the acceptance of some finan- 
cial responsibility for provision of this training by gov- 
ernments at all levels within federal systems, whether in 
the secondary or post-secondary education systems or in 
industry; and the attempt to shift some portion of skilled 
trades training out of the wage relationship required by 
on-the-job training, to minimize the problem of public 
subsidies accruing to individuals undertaking general 
training without forgoing earnings as do others under- 
taking general training. 


The Task Force considers that further careful de- 
velopment and expansion of off-the-job training facili- 
ties both in industry and the post-secondary education 
system, along the lines of those developed in overseas 
systems, is desirable as a means of reducing initial 
training costs relative to productivity and encouraging 
greater overall investment by employers in trades train- 
ing. Those facilities provided in industry need not be 
entirely separate from the production process but should 
be organized to reflect the objective of providing inten- 
sive rather than sporadic training. 


As noted above, in many countries some elements of 
preparatory skilled trades training have been shifted into 
the secondary education system. This has already 
occurred in Canada in at least one provincial school 
system. 


The role of provincial secondary education systems in 
preparing young people for employment in the trades is 
beyond the terms of reference of the Task Force. It is 
noted, however, that there is considerable community 
support for greater provision of preparation for later 
skilled training in secondary schools. Such a move would 
also be consistent with two broad themes of this 
chapter — that adjustments are required of the educa- 
tion and training system as a whole to meet the demands 
of the 1980s, and that all parties involved in the system 
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can and should play a part in meeting the collective 
goal. 


There are also other grounds for supporting the de- 
velopment of these facilities. Because the problem of 
instability of on-the-job training capacity arises from 
cyclicality, there is a need for creation of a training 
capacity more insulated from demand fluctuations. 


The development of off-the-job training facilities 
would help meet this need as well. The decline in 
provision of on-the-job training during cyclical down- 
turns means that training costs rise with the lower 
volume of output and that uncertainty as to future skill 
requirements increases at such times. It also reflects that 
the nature of on-the-job training involves production of 
goods or services to meet demand. If demand declines, 
then production declines and with it the opportunity for 
on-the-job training. 


To provide an effective counter-cyclical training 
resource, off-the-job training facilities in industry must 
be predominantly structured in accordance with the 
training objective. Training facilities which are so inex- 
tricably locked into the production process that they are 
no longer available as training resources when produc- 
tion declines would not meet the criterion of indepen- 
dence of training capacity from demand fluctuations. 


Finally, the development and expansion of off-the-job 
training facilities would also help serve the objective of 
promoting greater equality of access to training and 
employment opportunities in the skilled trades. Their 
availability to target group members as a means of 
acquiring a productivity “rating” and, equally impor- 
tant, as a means of demonstrating achievement of 
performance standards necessary to make the next step 
to on-the-job training, has considerable potential. 


In summary, although the Task Force recognizes that 
development of off-the-job training facilities is not a 
simple panacea, it is desirable on several grounds related 
to the training policy objectives proposed for the federal 
government: 


¢ to help promote expansion of skill training by 
increasing initial productivity of commencing 
apprentices; 


¢ to help improve stability of resources available for 
training by creating a segment of training capacity 
permanently insulated from demand fluctuations; 
and 


¢ to help promote greater equality of access to trades 
training and employment opportunities by use of 
pre-employment training for currently excluded 
groups, notably women, Native peoples and the 
regionally disadvantaged. 


There remains the issue of the on-the-job component 
of training. The past dependance on overseas training 
systems for supplies of higher skill workers, especially in 
the industrial trades, has not surprisingly left Canadian 
industry underdeveloped in terms of the quality and 
efficiency of training provided on the job. There are two 
aspects here — the actual methods of skill acquisition 
during on-the-job employment and training, and the 
integration of this with off-the-job training, including 
the obligatory institutional component of apprenticeship. 


There is little evidence that structured programs of 
on-the-job skill acquisition are widely practised in indus- 
try or that careful attention is devoted to integrating the 
contents of the institutional and on-the-job components 
of training. Yet both could contribute to earlier acquisi- 
tion of skills by trainees and hence improve productivity. 


The expansion of the domestic training system in the 
1980s carries with it the need to improve efficiency of 
skill acquisition systems, and both aspects mentioned 
above. The proposed expansion of off-the-job training 
made in this Report makes the need for integration even 
more important. 


Implications for Federal Policy 


The preceding analysis indicates that more resources 
will need to be allocated to the domestic system for 
higher skilled trades, especially the industrial trades, 
and that greater stability is also needed in resources 
allocated. 


There is a strong case for increased federal contribu- 
tions to the resources needed for training in this area on 
several grounds. Many of these skills are of national 
importance in the sense of being critical to expansion of 
output and employment. Even shortages that are small 
in terms of absolute numbers can seriously affect indus- 
trial output. 


There are sound reasons on efficiency grounds for 
increased support. The overall level of investment by 
individual employers in this form of training is likely to 
be less than optimal, both persistently and cyclically, 
because of the high cost and risk of such investment, and 
instability in the volume of training due to cyclical 
fluctuations in aggregate demand. There is little evi- 
dence to support the expectation that cost-sharing mech- 
anisms such as a levy/grant system would be effective in 
promoting an adequate level of investment in trades 
training by private employers. 


Much of the training which employers provide in 
these occupations is in fact general training in the same 
way as that provided entirely in the post-secondary 
system, which benefits all employers utilizing highly 


qualified occupations, and that provided under CMTP/ 
CMITP for lower level skill training. Although the 
federal government also supports trades training, the 
degree of support is much less and is heavily concentrat- 
ed in the institutional rather than on-the-job component 
of apprenticeship training. There is thus a case on equity 
grounds for increased federal support for training in 
these occupations to reduce the disparity between the 
level of public support for different classes of general 
training and for skills of use to different classes of 
employers. 


Finally, equity considerations of another kind are also 
relevant to the issue of federal support for trades train- 
ing. Access to training and employment opportunities in 
the skilled trades is not available equally to all groups in 
the labour market, for instance women, Native people 
and persons living in regions where industry-based train- 
ing is not available. This contrasts with access to institu- 
tion-based education and training, and partly reflects 
that trainee productivity considerations are relevant to 
training provided by employers but not by institutions. 


The preceding sections also identified the following 
developments in the skilled trades training system as 
those to which increased resources need to be allocated. 


e Off-the-job training facilities, generally separate 
from the normal production process, should be de- 
veloped in either private industry or public educa- 
tional institutions such as community colleges. 


e Measures should be taken to maintain intakes and 
retain trainees during times of cyclical downturn. 


e The efficiency of the on-the-job component of 
apprenticeship training should be improved. 


The federal government should promote the develop- 
ment of off-the-job training facilities in partnership with 
provincial governments and the private sector through 
thrust funds to facilitate expansion of facilities at techni- 
cal colleges for pre-employment and pre-apprenticeship 
courses and at industry-based training centres. While 
the Task Force has not proposed any compulsory levy/ 
grant arrangements, it would of course be open to 
industry associations to raise funds for these centres 
through a levy on its own members. The recently 
announced (April 1981) feasibility study of a national 
training centre for the aerospace industry is very much 
in line with the direction proposed by the Task Force. 
Funding of technical colleges should be conditional upon 
employer assessment of the adequacy of course content 
and curriculum, to ensure that training is kept relevant 
and meets adequate performance standards. 


The federal government can intervene to minimize 
cyclical reductions in training effort through increased 
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use of off-the-job training and increased funds (subsi- 
dies) to raise intakes and retention in downturns. The 
AOT Act should be amended to allow federal funding of 
courses up to 104 weeks in duration, and training allow- 
ances should be increased in times of cyclical downturns. 


To assist firms in upgrading the quality of instruction 
provided on-the-job, there should be encouragement of 
improved industry-based training by provision of indus- 
trial training extension services. This should be done by 
the provincial departments responsible for apprentice- 
ship and by agreement could be carried out by the 
training branch of CEIC. 


To promote a rapid and sustained increase in the 
number of employers providing training in the critical 
trades skill, the federal government recently introduced 
the CTST program. Early take-up by employers in 
1979-80 was less than expected, and more recently the 
level of financial assistance available under the program 
has been increased substantially to encourage greater 
participation. 


If difficulties with the program continue, the federal 
government should consider an alternative approach. 
One possibility which has the great advantage of a 
relatively low level of administrative complexity is the 
provision of subsidies in the form of a single lump sum 
payment or bonus to employers commencing training in 
these skills over their previous efforts. This bonus sub- 
sidy would be paid in the first year of training, the least 
productive and most wastage-prone period for appren- 
ticeship training, and would be subject to retention of 
the trainee by the employer for a specified period. The 
subsidy might be repeated in the second year if neces- 
sary to sustain training. If adopted, such a program 
should run for only a short and specified time, say three 
to four years. 


While immigration would not be a prime source of 
supply of industrial tradesmen in the 1980s, the cyclical 
nature of demand in Canada implies that some immi- 
gration during periods of extreme demand will continue 
to be necessary to facilitate economic growth. Clearance 
for overseas recruitment should be given only to firms 
with training programs geared to meet their normal 
requirements. The following chapter considers these 
immigration issues in more detail. 


Finally, apprenticeship in Canada is a provincial juris- 
diction, in which labour and employers participate and 
determine critical aspects of the training system. The 
adjustments required of the apprenticeship system in the 
1980s can only occur with the active co-operation and 
support of this partnership. The federal government 
ought to be prepared to play its part but cannot and 
should not do so alone. Achievement of the goals of 
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policy in this area will require intensive and close co- 
operation. The federal government can point the way 
but collective action is needed to achieve success. 


Provision of Low and Middle 
Level Skill Training 


The federal government provides training under the 
AOT Act for the range of skills from entry level to low 
and medium levels. Two methods are used: institutional- 
ly based training and industrial on-the-job training. 


In Canada, training at the lower skill levels has had a 
much stronger institutional orientation than in other 
OECD countries. Industrial training was increased in 
the mid-1970s in response to skill shortages which devel- 
oped as immigration of skilled workers became a less 
reliable source of supply, but industrially funded train- 
ing programs still represent only 15 per cent of total 
training dollars. 


Entry-level skills or preparatory kinds of training are 
required for some individuals to provide access either to 
jobs or to more advanced training. For certain groups, 
educational disadvantages, lack of career models in the 
community, and systemic barriers have resulted in a 
pattern of low labour force participation, high unem- 
ployment and heavy concentration in unskilled jobs, as 
noted in Chapter Six. Both institutional and on-the-job 
programs geared to this problem form a very significant 
part of total government involvement in skill training. 
The thrust of training for the 1980s is to have training 
more related to labour market needs. This thrust, cou- 
pled with such employment services as pre- and post- 
counselling and progressive employment practices pro- 
grams, are seen as important means of training target 
group members. Because the service sector contribution 
to employment growth is projected to fall during the 
1980s and this sector has absorbed the large growth in 
female participation in the past, it is important that 
women’s concentration in service sector occupations 
decrease. The entry of women into non-traditional occu- 
pations is of critical importance in the decade ahead. 
Training is a prime means of decreasing the occupation- 
al concentration of women in a limited range. 


The discussion in this section is divided into two parts; 
institutional classroom training and industrial on-the-job 
training. 


A. Institutional Classroom Training 


Institutional classroom training under CMTP for the | 
low and middle skill level is divided into two main 
program elements—skill training and academic upgrad- 
ing training. Skill training in 1979-80 provided entry- 


level training and vocational preparation for 72,000 
full-time trainees and cost approximately $215 million. 
Academic upgrading (BTSD), work adjustment training 
and basic job readiness training (BJRT) are all designed 
to provide the general academic upgrading necessary to 
facilitate entry to skill training and/or jobs. Some 
36,000 trainees were enrolled in BTSD, at a cost of $83 
million. 


Skill training is intended to be geared to occupational 
skills required in the labour market. Most training is in 
four occupational areas: clerical and related occupa- 
tions; product fabricating, assembly and repair; con- 
struction trades; and machining and related. Most 
courses are at low skills levels. Little training is provided 
at the middle level of technician/technologist. (See 
Appendix C for program details.) 


In 1977, the Department of Employment and Immi- 
gration and the Treasury Board Secretariat published a 
joint evaluation of the training programs under the AOT 
Act and considered the impacts and future direction of 
the training programs after a decade of operation. While 
some aspects of program evaluation imposed constraints 
on the evaluation, discussed in Appendix C, the evalua- 
tion did not provide information on how well the objec- 
tives of the program were met but did indicate areas of 
needed change. 


In looking at both skill training and BTSD, the 
evaluation identified a number of dimensions of the 
program which required change and noted in particular 
the high concentration of training in a limited range of 
relatively low skill occupations. The evaluation called 
for a strong re-emphasis on the development of skills 
required by the economy as the objective of all federal 
training. 


Consistent with this strong focus on training to meet 
skill needs, the evaluation recommended: 


that the achievement of training objectives be the 
first priority for each training program and that 
manpower training not be used for short-term 
income redistribution among provinces, income 
maintenance, or for achieving temporary reductions 
in the measured unemployment rate. Allocation of 
training funds to provinces should be based on 
analyses of expected employment opportunities in 
occupations requiring training, taking into account 
expected supplies of trained labour from other 
sources. 


This central theme of gearing training goals more 
directly to meeting skill needs was reflected in the 
evaluation’s recommendations regarding individual 
training programs. It was recommended, for example, 
that expenditures on institutional skill training be 


geared directly to current and anticipated employment 
opportunities, and that purchases of BTSD courses be 
more closely related to skill training and direct job 
placement opportunities. 


These recommendations were intended to improve the 
capacity of the training program to identify and respond 
to perceived skill needs. These included specific recom- 
mendations that the private sector (i.e., employers and 
labour organizations) be directly involved in the identifi- 
cation of provincial level training needs and that provin- 
cial authorities responsible for economic and labour 
market policies be more deeply involved in the negotia- 
tion of federal-provincial training agreements. 


As a result of this evaluation, a number of policy 
changes were approved by Cabinet and embodied in 
federal/provincial agreements from 1977 to 1981. 


As results of these adjustments indicate, the pro- 
grams’ involvement with clients under 21 has been 
reduced, with a phasing down of lower level BTSD (up 
to grade 8). However there has not yet been a corres- 
ponding expansion in job readiness training, and BTSD 
enrolment at grade 11 and 12 levels appears to remain 
high. Moreover, preliminary information with respect to 
the flows from BTSD to skill training, covering the first 
year of the agreement period, indicates that while there 
has been some progress the proportion of trainees has 
remained low at approximately 25 per cent. 


Regarding reallocation, the federal government was 
able to secure agreement in principle by the provinces 
that funds should be allocated based on employment 
growth and rectifying former disparities. However, the 
combination of support for a gradual approach and 
negotiations based on the allocation of only incremental 
funds meant that the actual degree of reallocation was 
very limited. (A more detailed account of the back- 
ground to these adjustments is contained in Appendix 
C.) 


Another evaluation of the institutional training pro- 
gram is underway and to be completed by summer 1981. 
It involves a 12-month follow-up of 1978-79 trainees. 
Early results indicate employability gains in all regions. 
A larger proportion of trainees in Ontario and further 
west were employed in the year after training. There 
were increases in weekly earnings across all regions, 
with the greatest gains made west of Manitoba. Differ- 
ences persisted in the effectiveness of training for men 
and women. Women made slightly higher gains in 
employability, although there was considerable differ- 
ence in the proportion of time they were employed in the 
year after training. That is, a considerably smaller pro- 
portion of women were employed in the year following 
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both BTSD and skill training. Women also experienced 
a slightly smaller increase in weekly earnings. 


Early indications show no improvement in the success 
of the program in terms of the number employed after 
training. Unfortunately, there are not enough data to 
assess the most recent program experience or to indicate 
what changes have occurred since the 1977 evaluation. 


Issues and Concerns 


The concentration of training occupations within a small 
number of occupations and the generally low level of the 
training pose problems for meeting the skill needs of the 
1980s. The funding structure of training agreements, 
which give the provinces a minimum guaranteed amount 
each year, leaves little flexibility to the federal govern- 
ment to meet changing skill needs. The federal /provin- 
cial Manpower Needs Committees have limited employ- 
er input to their planning of training needs decisions. In 
addition, there are a number of other issues relating to 
institutional training. 


Generic Skill Training. A number of provinces are 
using the concept of generic skills to increase occupa- 
tional mobility. The objective of the generic approach is 
to group together the skills common to a variety of 
occupations so that a large part of training can be 
applied to many kinds of jobs and graduates will be able 
to adjust to changing skill needs with a minimum of 
retraining. Ontario and the Maritimes have made exten- 
sive curriculum changes as a result of generic skill 
studies. Quebec has altered its vocational high school 
programs and the complete curriculum for one school in 
Edmonton has been revised using a generic skills 
approach to make their students more job ready. Similar 
adaptations have been made in training programs in 
other countries. A study by Arthur Smith, commis- 
sioned by the Task Force, examines generic skill training 
in further detail. 


Educational Leave. A study of educational leave com- 
pleted in 1979 by the Department of Labour (Adams, 
1979) found that leave varied in duration from day 
release to extended leave. Funding systems varied as 
well. Day release usually involved full pay. Some 
employers contributed equal time for employees taking 
training, or provided partial pay, allowances in lieu of 
pay, part or all of tuition. 


The Commission found that because of continual 
changes in technology, legal requirements, and the state 
of knowledge in many occupations, people require con- 
tinuing education throughout their working life. While 
many programs are designed to meet this need, the 
study found general agreement that current programs 
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are inadequate. In addition to persons requiring upgrad- 
ing of professional skills, there are many thousands of 
employees requiring periodic upgrading to prevent 
deterioration of their skills. Evidence presented to the 
Commission indicated companies using equipment that 
was out of date, presumably partially attributable to a 
lack of knowledge about modern techniques. For these 
reasons the Commission strongly supported various 
forms of educational leave. 


The Task Force found one of the Commission recom- 
mendations of particular interest — the establishment of 
a registered annual leave plan modelled on currently 
existing Registered Home Ownership Savings Plans and 
Registered Retirement Savings Plans. Considerable sup- 
port for such a plan was indicated by employer organi- 
zations, worker organizations and educators. Employees 
could be permitted to deposit some non-taxable amount 
of savings into a Registered Educational Leave Plan 
each year. The Task Force regards this idea as one 
worthy of more detailed study to establish parameters 
and costs. 


Academic Upgrading. A third issue is how best to 
provide academic upgrading skills. The training pro- 
grams that have been the most successful in providing a 
bridge to stable employment (e.g., AMOK, Syncrude, 
Nortran and New Careers) are those in which the 
academic upgrading has been directly linked to jobs. 
Training has been aimed at skill development and work 
adjustment for those unable to obtain entry-level jobs. 
This approach to training appears to be gaining momen- 
tum. For example, the Nova Scotia government and 
regional CEIC officials have been operating concurrent 
education programs in which trainees learn on-the-job 
the basic academic skills needed for skill training. A 
similar program exists in Ontario. Manitoba is develop- 
ing the concept of semestering — i.e., providing periods 
of work in conjunction with upgrading training — for 
Native training programs. Some adaptations in CEIC 
operational procedures will be required to accommodate 
the flexibility of this approach. 


Further evidence of the success of linking upgrading 
to skill training and work experience is provided by the 
related example of the Manitoba program of teacher 
training for mature students in northern communities. 
Most of these students lack the academic prerequisites 
and take high school level courses in conjunction with 
the university courses. It was found in evaluating the 
program that those who received academic upgrading 
while following their university courses were more suc- 
cessful than those who began university after completing 
academic upgrading. The relevance of upgrading to 
another set of goals, e.g., teacher training skills or 


on-the-job skills, is seen as an important key to the 
success of the upgrading programs. 


Advisory Councils. A fourth issue relates to the need 
for advisory groups as vehicles for joint planning by 
governments and industries to adapt the training system 
to meet changing skill needs. These bodies could be a 
part of the revised Local Manpower Needs Committees 
and the recommended Regional and National Industrial 
Manpower Committees, described in Chapter Five, con- 
sisting of representatives from firms, industry associa- 
tions, unions and federal and provincial officials. CEIC’s 
recently announced aerospace committee of senior 
executives from the industry to advise the Minister on 
the feasibility of establishing a national aerospace train- 
ing centre in Winnipeg is an example of such advisory 
councils. In addition, they could be involved in research 
and planning related to changing skill requirements and 
technological changes in the workplace and could pro- 
vide a link with career planning in the secondary school 
system. 


Technological Change. Technological advances and 
related skill demands will generate a number of training 
needs with particular impact on women, because of their 
concentration in secretarial/clerical occupations and in 
the finance and insurance industries. The rate of diffu- 
sion of the technological changes and the extent of 
adverse impacts is the subject of much debate. 


The recent study of the impact of the micro chip and 
office functions mentioned in Chapter Six (Menzies, 
1980) states that information diffusion could reduce 
demand for bank tellers, cashiers and other clerical 
workers to between one-half and two-thirds of the cur- 
rent number by 1990. The remaining jobs will require 
higher qualifications which will pose a mobility problem 
to those displaced. This suggests a need for high tech- 
nology re-training programs for workers in these 
occupations. 


Policy Implications 


Current methods of seat purchase for institutional 
training with the minimum guarantees make it difficult 
at best for the system to be responsive to labour market 
needs. The Task Force therefore recommends that a 
variety of funding mechanisms be developed to make the 
system more responsive to actual and forecast demand 
for skills. 


Some base funding by purchasing institutional seats 
for skill training should continue. But we suggest that all 
training through institutional funding should meet the 
following conditions. 


e Skill training funds should be directed towards 
occupations in high demand with existing or poten- 


tial shortage. In the 1980s most of these will require 
higher level skill development. Since this suggests a 
need for more extensive training, the training 
period should be extended beyond the current 
52-week time limit to permit up to two years (104 
weeks) of training. 


e All training should provide to the fullest extent 
possible skills which are transferable across 
occupations. 


e Training funds should be directed to areas where 
there is a demand for the skills. The redirection of 
funds to areas of high demand may mean decreases 
in training funds to some low-demand areas, which 
should instead receive economic development funds. 
This change would stress training as a supply tool, 
with economic development as a means of achieving 
improvements on the demand side. 


The Task Force notes the need for a mix of funding 
mechanisms to meet the various training needs of com- 
munities and individuals. In addition to courses pur- 
chased in institutions, training dollars should be avail- 
able to provide grants to employers for the training and 
retraining of semi-skilled and skilled workers. This 
would enable them to move to growing industries and 
occupations and to assist those whose skills have become 
redundant, preferably before or immediately after 
layoff. These grants are a form of adjustment assistance, 
discussed in Chapter Eleven. Clearly such a grant 
scheme could work only with the close cooperation of 
industry and federal and provincial governments. 


It is the view of the Task Force that target group 
members who have difficulty gaining entry to stable 
employment can be helped most by measures which 
include actual work experience. Therefore, the primary 
emphasis should be to place people in productive 
employment, as noted in Chapter Six. To facilitate a 
direct relationship between academic upgrading and 
skill training on the job, funding of BTSD courses 
should be changed from an institutional to an industrial 
on-the-job basis. A gradual phasing-out of the current 
method is needed to minimize disruptions for training 
institutions. Training for such equity programs would 
continue but through a different funding and training 
system. Trainees and employers would receive grants 
and allowances to permit academic upgrading in con- 
junction with on-the-job skill training. It is suggested 
that CEIC’s wage subsidy program, which has provided 
assistance for the disabled, be expanded to include other 
groups. Many trainees in these on-the-job courses have 
failed to acquire basic academic skills in the provincial 
educational system, and this may act as a barrier to 
employment. The provinces should be encouraged to 
accept responsibility in this area. 
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Pre-trades courses for women should be continued to 
provide practical experiences in a variety of trades to 
assist their entry into trades. This training should gradu- 
ally be linked to trades training, with its greater institu- 
tional emphasis, as discussed in the previous section. As 
noted in Chapter Six, an affirmative action strategy is 
needed to widen the range of occupations for female 
trainees. 


Technological change, particularly in the office area, 
will require a number of strategies with regard to 
secretarial/clerical occupations in finance, insurance 
and other industries. Educational leave provisions would 
give clerical workers opportunity to develop higher tech- 
nological qualifications. Affirmative action programs 
would increase opportunities for women, who make up 
the bulk of clerical workers. Other strategies are needed 
within the affected industries to provide bridging posi- 
tions to facilitate the movement of clerical workers from 
their short career ladders to the longer career ladders of 
other occupations. 


e These would include training, a period for learning 
on-the-job and regular assessment of progress. 
Industry Training Councils would be of great 
assistance in developing such programs. 


¢ Commercial courses in secondary and technical 
schools must become more responsive to the techno- 
logical changes in the 1980s. More than minor 
changes to existing systems are needed. Research is 
needed to identify the office skills that will be 
required in the future, and new training programs 
should be designed accordingly. 


B. Industrial On-the-Job Training. 


The federal government provides wage reimbursements 
to employers providing training under CMITP. Training 
was provided to some 82,000 trainees in 1979-80. It 
should be noted that this figure includes apprenticeship 
trainees, and the figures would be somewhat smaller for 
low and medium level trainees. Training on-the-job 
amounted to $109.6 million or about 15 per cent of all 
training dollars. A more detailed discussion of the pro- 
gram is given in Appendix C. 


The most recent evaluation of CMITP provides 
12-month follow-up data of 1978-79 graduates of the 
program. The evaluation results concerned training in 
demand and shortage occupations; the size of firms 
doing the training; the degree to which government 
support resulted in expanded training; and employability 
and earnings gains of trainees. 


The evaluation classified occupations according to 
degree of skill shortage, based on the Forward Occupa- 
tional Imbalance Listing, (FOIL). Occupations were 
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designated as being in demand or in surplus based on 
the incidence of prevailing skill shortages and an assess- 
ment of local conditions by regional economists. 

Only a small proportion of training (10 per cent in 
1979-80) was in shortage occupations. About one-quar- 
ter (27 per cent) was in surplus occupations, some of 
which were identified as being in extreme surplus. 


Not surprisingly, the evaluation showed that workers 
trained in demand occupations had better employment 
and earnings gains than those trained in surplus occupa- 
tions. The results show that unemployment was lower 
for trainees in demand occupations (13 per cent com- 
pared to 26 per cent), and that more trainees in demand 
occupations were employed 12 months after training, 
(81 per cent compared to 69 per cent). More were 
employed in the occupation trained for (61 per cent 
compared to 48 per cent). The trainees in demand 
occupations experienced the largest earnings gain (36 
per cent compared to 25 per cent). Trainees in mining, 
durable goods, manufacturing, transportation, com- 
munications and other utilities showed particularly 
impressive gains in employment and earnings. The 
lowest gains were for general training. The evaluation 
noted that training in demand occupations tended to be 
less firm-specific, thus enhancing mobility, and was of 
longer duration. 


Aside from demand/surplus training considerations, 
the overall experience of the trainees in terms of their 
employment gains showed there was no improvement for 
trainees who had been employed before entering a train- 
ing program. There were, however, major improvements 
for trainees who had been unemployed and for those in 
special needs groups. Average employability gains of 
women were significantly below those of men in all the 
trainee categories both before and after training. Earn- 
ings increased for all groups as follows: special needs by 
40 per cent, unemployed by 43 per cent, employed by 25 
per cent. 


Increases varied by regions with the largest average 
weekly wage increases in Ontario and western Canada. 
It should be noted, however, that the increases cannot be 
totally attributed to CMITP. In the two-year period 
ending April 1980, the average industrial wage 
increased by 15 per cent. In addition, the work experi- 
ence trainees received under the program may in some 
cases have been more important than the training itself. 


Post-training employment gains were lowest for those 
in programs of shorter duration, and fewer of these 
trainees, surveyed 12 months after training, were 
employed in the occupations trained for. 


Employers were asked what alternative course of 
action they would have followed without CMITP. The 


answers provided a direct, though possibly biased, esti- 
mate of the effect of government intervention. One- 
quarter of employers stated that they would have pro- 
vided exactly the same training to the same number of 
employees. These were mostly the larger employers. 
Twenty-eight per cent indicated that either the number 
of trainees or the amount of training would have been 
reduced. Eighteen per cent of employers stated that they 
would have hired qualified personnel instead of training. 
The survey indicated that this may reflect training being 
done in surplus occupations. Twenty-two per cent of 
employers stated that without CMITP they would have 
had to either reduce operations or postpone expansion. 


Issues and Concerns 


In addition to the issues raised in the CMITP evaluation 
several other areas of concern must be considered in a 
discussion of on-the-job training. A study of employer 
training in Ontario (Harvey, 1980) compared training 
and non-training firms on their views regarding the 
returns On investment in training, as well as a number of 
other issues. Most firms engaged in training viewed it as 
the responsibility of the firm and did not expect govern- 
ment involvement. They considered the selection of 
trainees and the paying of administrative costs to be 
employer responsibilities. Although SO per cent felt that 
employer-sponsored training should provide the 
employee with portable skills, a substantial proportion of 
training firms (43 per cent) believed that skills should 
not be portable. The debate on portability concerns the 
weighting of long-term benefits against the immediate 
and short-term needs of meeting production schedules 
by having the appropriate skills available. The views of 
the firms engaged in training support the argument that 
government involvement in industrial training should 
draw more firms into the training process. 


A second issue is variation in the quality of training 
provided by employers. The current system does not 
seem to address the issue adequately. Provincial involve- 
ment in the administration of federal training funds is 
directed toward developing a training plan with employ- 
ers who are applying for federal funds. The employer 
must have the capability and facilities to conduct the 
training, and the training method must meet the needs 
of the trainee. Provincial assistance is provided in de- 
veloping the plan, and the province monitors its imple- 
mentation. The quality and quantity of this assistance 
varies enormously, as does the monitoring, so it is 
difficult to know how much training actually occurs. 
Currie, Coopers and Lybrand (1978), in their study of 
apprentice machinists in Ontario, found that trainers 
often lacked the ability to define training goals, plan 
lessons, instruct, coach and measure progress. They 


found that instruction was unskilled and would be better 
termed coaching. Better methods need to be found to 
ensure good quality of on-the-job training. 


A third issue is that for low skill workers, entrants and 
re-entrants, on-the-job training provides a number of 
advantages that are missing from the classroom training 
model. The importance of having a job while training 
provides psychological as well as economic support. In 
addition, graduates with both training and work experi- 
ence are better equipped to compete for employment. 
The CEIC evaluation study supports this assertion, find- 
ing that some of the wage gain seemed to be related to 
the work experience component of the program rather 
than the specific training received. 


Several issues that were discussed in relation to insti- 
tutional classroom teaching apply equally to on-the-job 
industrial training. These issues are the transferability 
of the skills gained to encourage mobility; the need to 
ensure that women, Native people and the disabled are 
trained in a whole range of occupations; and the need 
for a clearer picture of industrial training demands in 
the short, medium and long-term to provide for effective 
human resource planning. 


The provision of training in the industrial setting is an 
area fraught with a number of difficulties that will 
entail continued experimentation to improve its delivery. 


Policy Implications 


It has not been clear to what extent training programs 
through the 1970s have responded to labour market 
needs rather than to upgrading the skills of the unem- 
ployed. Training in areas with few job opportunities is 
not the answer if training is to provide skills needed in 
the labour market. In this context, provision of entry- 
level training in an industrial setting as opposed to 
strictly classroom training has many advantages in 
establishing access to employment, particularly for dis- 
advantaged groups. The experience of operating in a 
work environment is often as valuable as the acquisition 
of specific skills. To accommodate the upgrading of 
academic skills on-the-job, the subsidy period should be 
increased from the current 52 weeks to a potential 104 
weeks. The current differential wage reimbursements 
should be available for the first 52 weeks. These rates 
are: up to 85 per cent for special needs clients; up to 75 
per cent for women in non-traditional occupations; up to 
60 per cent for the previously unemployed; and up to 40 
per cent for the previously employed. During the second 
half of training there would be a decrease in subsidies as 
the degree of disadvantage declines. Although insuffi- 
cient information is available, it might be that the 
current 40 per cent reimbursement with 60 per cent for 
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women, Native peoples and the disabled should be con- 
tinued during this second year of training. 


The provision of low level training should be directed 
only towards occupations in shortage. The current 52 
weeks of training seem adequate in this area, although 
some flexibility may be needed to accommodate 
individuals requiring longer training. Differential wage 
subsidies should be continued to encourage the training 
of women, Native peoples and the disabled. It is particu- 
larly important to decrease the occupational concentra- 
tion of women by providing them with access to the full 
range of training courses, and differential wage reim- 
bursements are an important mechanism. There is insuf- 
ficient information available to assess whether the cur- 
rent wage reimbursement depth is required for this area. 
One can estimate that 40 per cent is adequate, and that 
perhaps a 60 per cent rate for women, Native peoples 
and the disabled might serve as a sufficient incentive. 
This would need further consideration. 


CEIC training programs have devoted few resources 
to middle level skill training for technician/technologist 
type occupations. Training at this level is the one area 
where there is an overlap between the AOT Act and the 
EPF Act. As Chapter Three indicated, there will be an 
increased demand in the 1980s for this type of training. 


Because this middle level of skill training is of inter- 
national concern, the OECD organized a meeting on 
this topic in December 1980. While national definitions 
varied, a number of common characteristics were identi- 
fied. The occupations at this level involve theoretical as 
well as practical skills and require the ability to trans- 
late technical or theoretical knowledge into specific 
action. They also require a capacity for leadership, 
supervision and organization of other people’s work. It 
was generally accepted that demand for these occupa- 
tions is likely to expand during the 1980s due to increas- 
ing complexity in production technology and increasing 
high-quality products. In addition, shortages of profes- 
sionally trained people will create more demand for 
para-professionals in such fields as medicine, social ser- 
vices, and certain industrial areas such as engineering 
processes. 


No single approach emerged as the best vehicle to 
increase the supply of these workers over the next 10 
years. Some countries would rely on upgrading existing 
workers from among the crafts (Germany), and others 
suggested on-the-job training for university graduates 
(Britain). Representatives from Alberta and Quebec 
emphasized the use of community colleges and institutes 
of technology. 


To increase the amount of training in middle level 
skills, it will be necessary to expand AOT Act funding to 
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104 weeks from the current 52 weeks. The current 
CTST program should be expanded beyond its trades 
training focus to include technician/technologist kinds 
of training, and special measures such as wage subsidy 
incentives and affirmative action should be made to 
move target group members into these higher level 
training courses. Under EPF funding vouchers and loans 
could be addressed to these kinds of skill areas, as 
described in the post-secondary education section of this 
chapter. 


The quality of the training provided is a concern at all 
skill levels. Study and consultation are necessary to 
devise the means of providing the assistance to employ- 
ers involved in industrial training. The Task Force does 
not make specific proposals on how exactly to accom- 
plish this, but national industrial manpower committees, 
discussed in Chapter Five, could provide a vehicle for 
reviewing the quality of training. One possible mech- 
anism would be a training “outreach” service to employ- 
ers to provide training manuals and third-party training 
services. 


Conclusions 


The Task Force has reached two general conclusions in 
considering training to meet labour market needs in the 
1980s. 


The first conclusion is that the training system at 
present does not seem fully capable of meeting the 
demand that will be placed upon it in the 1980s. As the 
coming decade will be characterized by a shift of skill 
demand away from service skills towards goods and 
commercial skills, the training system must gear up to 
produce more of the latter. However, as there are great 
uncertainties about the precise requirements during the 
decade, the system must be adaptable and flexible. More 
flexibility is required if the system is to meet projected 
skill requirements and be capable of responding quickly 
to new and changing demands. 


The second general conclusion is that the total size of 
the current public contribution to the total training 
system for both post-secondary students and adults is 
adequate to meet the needs of the 1980s. In fact, a 
reduced and redirected level of federal funding is 
envisaged for post-secondary education and low level 
skill training, with increased funding for middle and 
higher level skill training. We conclude that a better mix 
of funding mechanisms and greater financial involve- 
ment of the private sector (both students and employers) 
would result in a more properly structured system, 
better able to meet the demands placed on it with a 
smaller commitment of public resources. This would 
enhance the flexibility and adaptability of the system. A 


phasing in approach would be required to accomplish 
these goals. 


At the post secondary level, general institutional base 
support through the present block funding system should 
be reduced. Instead a mixture of funding mechanisms to 
increase the system’s flexibility in responding to chang- 
ing labour market needs is required. To accomplish this, 
student aid funding should be increased to facilitate 
access for the disadvantaged or low income student and 
to ameliorate higher student fees for study in certain 
disciplines in labour market demand. Cooperative edu- 
cation programs should be expanded. Federal involve- 
ment in this joint federal/provincial program could be 
that of grants to assist with the administrative costs of 
setting up such programs, particularly to develop an 
affirmative action plan for women, Native people and 
the disabled. It could involve some student assistance 
during the first year to cover the extra costs of enrolling 
in a cooperative education program; and special grants 
to employers to hire the disabled, Native people and 
women in non-traditional areas of work. Thrust funding 
is required to facilitate expansion of engineering, 
science, technologies and business training. A system of 
matching grants to employers is recommended for those 
employers who sponsor needed specialized training in 
colleges and universities. 


The industrial training system for high skill trades is 
inadequate, being both fragmented and highly cyclical. 
In these industries an inadequate flow of new journey- 
men/women can only be achieved if training is divorced 
from normal production activity to a much greater 
extent. This can be achieved through greater use of 
classroom instruction, more directed instruction on the 
shop floor and increased use of equipment during cycli- 
cal downturns for training on the shop floor. These three 
innovations should be encouraged by such federal meas- 
ures as thrust funds to expand the facilities in colleges 
and industrial training centres, training extension ser- 
vices funding to improve the quality of on-the-job train- 
ing, and the expansion of funding models like CTST to 
encourage employers to increase their training in skill 
shortages. We conclude that these funds should be made 
available from general revenues rather than from a 
special levy on employers. By increasing public support 
for higher skill training while reducing support for 
post-secondary training, a better balance of incentives 
for appropriate career selection will be given. More 
emphasis on pre-apprenticeship courses could efficiently 
reduce the amount of on-the-job training required in 
many trades and improve access to the trades toa 
greater number of young men and especially young 
women. Courses of this nature should be developed at 


both the college and senior high school level over the 
next decade and apprenticeship programs should be 
modified to recognize the value of this training. 


Middle level skill training for technician/technologist 
kinds of occupations which will be in demand in the 
1980s will require longer training than the current avail- 
able 52 week limit under the AOT Acct. It is therefore 
recommended that the program be expanded to 104 
weeks. Industry should be encouraged to play a much 
greater role in the design and financing of these courses, 
facilitated by federal matching of industry grants to 
colleges and by direct financing of students. In some 
instances this would replace current seat purchase 
arrangements under CMTP. For these higher skill 
courses, the best qualified students should be selected, 
although preference under an affirmative action pro- 
gram should be given to women, Native peoples, and the 
disabled. 


Resources devoted to low-level skill development in 
short-term programs under CMTP should be reduced 
and some funds reallocated to the development of higher 
level skills in the primary goods and manufacturing 
sectors. In regions with labour surplus, resources should 
be redirected from low-level skills training to employ- 
ment development strategies. In the five eastern prov- 
inces, parts of Ontario and Manitoba, the major labour 
market problem is not skill shortage but lack of demand 
for unskilled and semi-skilled workers as noted in Chap- 
ter Seven. CMITP should be concentrated on the de- 
velopment of skills in short supply. A much greater 
proportion of CEIC training funds should be directed at 
training for high skilled jobs. This may include funds for 
the development of industry-based training centres, and 
the provision of trainers and training services to 
industry. 


For those experiencing difficulty getting to the first 
rung of the employment ladder, good job experience is 
the first requirement. Relatively deep subsidies over a 
two-year period appear to be the best method of facili- 
tating such experience supplemented by low-level train- 
ing pertinent to the job. Thus resources devoted to Basic 
Training for Skill Development (BTSD) under institu- 
tional training should be reduced and remaining 
resources targeted to training required by those receiv- 
ing subsidized on-the-job training. 


The analysis in this chapter benefited from a paper prepared by David 
Stager, entitled “Federal Involvement in Post-Secondary Education 
for Highly Qualified Labour,” and one by Arthur Smith, entitled 
“Generic Skills: Improving Transferability in Occupational Training,” 
and from discussions with Noah Meltz and Alan Thomas. 
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Chapter Ten 
Immigration to Meet Skill Needs 


We noted in the Introduction-our underlying assumption 
that immigration will continue to be used for specific 
labour market purposes and that there will be no incli- 
nation to utilize this instrument on a large scale as a 
means of meeting the demand for workers in high 
growth industries and regions. This means of course that 
the bulk of this demand will be met within Canada, 
which implies that Canadians will have to be prepared 
to respond to the opportunities offered by mobility 
between occupations, industries and regions. 


We begin this chapter with a brief review of some of 
the post-war history of immigration for labour market 
purposes and some observations on basic issues for the 
1980s. The main issues we see concern identification of 
the skills Canada will need in the current decade and 
how they can be obtained on a timely basis. We then 
outline some basic concepts and terminology relating to 
Canada’s immigration program. These provide a context 
for the discussion of our estimate of the numbers of 
skilled immigrants for which room should be made in 
the annual immigration movement to complement 
domestic supplies of skilled labour. We then discuss 
some issues in obtaining the foreign skills needed in 
Canada in the face of such factors as growing interna- 
tional competition for skilled labour and the complexi- 
ties of immigration policy and management. We con- 
clude with a brief list of measures which the 
Government should consider to ensure that Canada can 
identify its foreign skill requirements as precisely as 
possible and obtain them on a timely basis. 


Basic Issues for the 1980s 


Historically, immigration has had an important, many- 
faceted impact on Canadian society and, the economy. 
For much of Canada’s history, large numbers of people 
were required to develop the land and other resources, 
thereby contributing both to overall economic growth 
and an improved standard of living, not to mention our 
culture and social fabric. This was particularly true of 
the three decades or so spanning the turn of the century. 


But it has also been true in more recent times. Prime 
Minister MacKenzie King’s well-known statement to the 
House of Commons in May of 1947 declared concisely 
that “Canada needs population.” He described the 
limits to Canada’s needs in terms of the country’s 
“absorptive capacity,” an undefined and elusive notion. 


The White Paper on Immigration of 1966 (Dept. of 
Manpower and Immigration) continued to reflect an 
expansionist view of immigration but focused on the 
need for skilled immigrants to fuel Canada’s growing 
economy rather than on the more general demographic 
objectives underlying the King statement. The White 
Paper advanced a number of familiar but not universally 
accepted arguments regarding the positive contribution 
of immigration to economies of scale and rising per 
capita income. The fact that some Canadian workers 
would be temporarily displaced by immigrants was rec- 
ognized. The White Paper foresaw a virtually inexorable 
trend toward growing requirements for ever-increasing 
skill levels in the labour market and a corresponding 
decline in requirements for semi-skilled and unskilled 
labour. Although the White Paper recognized that the 
modern economy requires large investments in adult 
education and upgrading the basic skills and technical 
training of the work force, it also observed that Canada 
stood to benefit from the importation of professionals 
and other persons with high level skills by not having to 
invest in their education and training. The document 
also recognized that even though Canada could use as 
many skilled immigrants as could be readily absorbed — 
to contribute to overall labour force growth — a par- 
ticularly important role of immigration for labour 
market purposes would be to relieve bottlenecks in 


supply. 


Changing circumstances at home and abroad 
influenced the tenor and thrust of the Green Paper 
published in 1974 (Dept. of Manpower and Immigra- 
tion), which took a far less expansionist view of immi- 
gration than the 1966 White Paper. The Green Paper 
stressed, for example, the importance of making full use 
of Canadian training and education establishments. 


hie 


A specific example of an expansionist tendency in 
past Canadian immigration thinking is that which 
ascribes significant benefits to the importation of 
highly qualified manpower. This view stressed the 
savings to the economy in terms of the educational 
investment to which Canada would otherwise be 
committed. There was certainly cogency in this 
argument during earlier periods of Canadian immi- 
gration history. And no doubt it will remain true in 
selected instances that an imported expert is 
“cheaper” than a home-grown one. Considering, 
however, Canada’s heavy investment in its own 
training and educational establishments, the prod- 
ucts of which will be entering the labour force at 
extremely high rates in the years to come, it is 
evicent that this should become a rarer occurrence, 
and that the education-savings argument has lost 
much of its validity as a principle of policy. (Vol. 1, 
p. 27) 


Unlike the White Paper of 1966, the Green Paper 
reflected a special concern for the demographic impact 
of immigration. Noting the decline in the fertility rate 
and the likelihood of its remaining at a low level, the 
Green Paper foresaw a continuing requirement for 
immigration even to maintain population levels, much 
less to increase them substantially. But the overall thrust 
of the document did not imply that Canada needed 
population in anything like the numbers implicit in the 
White Paper of 1966. Indeed, it observed that factors 
such as cultural balance, urban congestion and geo- 
graphical distribution deserved special attention in the 


Table 10-1 
Immigration by Class, 1965-1980 


Family class 


Assisted relative 


Year Total Number Per cent Number 
1965 146,758 57,073 38.9 

1966 194,743 66,562 34.2 

1967 222,876 74,427 33.4 

1968 183,974 38,307 20.8 35,040 
1969 161,531 33,548 20.8 39,084 
1970 147,713 32,263 21.8 35,1511 
1971 121,900 33,450 27.4 29,328 
1972 122,006 33,019 Dial 30,692 
1973 184,200 41,677 22.6 44,278 
1974 218,465 54,232 24.8 53,161 
1975 187,881 64,124 34.1 45,727 
1976 149,429 60,830 40.7 32,528 
1977 114,914 SiIS5S5S 44.7 26,114 
1978 86,313 45,540 52.8 17,199 
1979 112,096 46,763 41.7 11,474 
1980! 142,634 50,936 3527 13,406 
1965-80 2,497,433 784,106 31.4 413,182 


11980 data are preliminary. 
Source: CEIC statistics. 
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context of assessing Canada’s absorptive capacity. The 
current policy of minimizing displacement of Canadians 
by foreign workers came into effect just as the Green 
Paper was published. 


A series of background studies for the Green Paper 
relating to the economic and demographic impact of 
immigration stimulated some related research and 
public debate. In the absence of adequate empirical 
data, it is difficult to conclude with any confidence just 
what sort of economic or social impact immigration may 
have at any given time or at any given level of intake. In 
any event the economic and social impact of relatively 
modest levels of immigration in the order of the post- 
war average of about 140,000 is extremely difficult to 
measure. 


Immigration can, in principle, be managed to make a 
useful contribution to the labour market in virtually all 
circumstances. Since some Canadian labour markets are 
thin and some swings in demand are not predictable far 
enough in advance to adjust for them on a timely basis, 
foreign workers with specific skills are generally needed 
to prevent bottlenecks from retarding economic develop- 
ment and total employment growth. 


Requirements for immigration to satisfy labour 
market needs in the 1980s are not likely to be high by 
historical standards (Tables 10-1 and 10-2), although a 
modest increase over recent levels of labour market 
related immigration may prove necessary for much of 
the decade. Thus, we do not expect that immigration for 


Independent Refugees 
Per cent Number Per cent Number Per cent 
89,685 61.1 
128,181 65.8 
148,449 66.6 
19.1 110,627 60.1 
240) 88,899 55.0 
23.8 80,299 54.4 
24.1 59,122 48.5 
25:2 Sey LS 43.5 5,180 aU 
24.0 95,886 5251 2,359 Is 
24.3 109,406 50. 1 1,666 0.8 
24.3 72,464 38.6 5,566 3.0 
21.8 44,320 29.6 11,751 7.9 
20e) 30,145 26.2 7,300 6.4 
19.9 19,319 22.4 4,255 4.9 
10.2 25,980 DEVO? 27,879 24.9 
9.4 S8al72 26.8 40,120 28.1 
16.5 1,194,069 47.8 106,076 22, 


Table 10-2 


Immigrants Destined to the Labour Force by Category of Admission as a Percentage of Immigrants 15 Years and Over, 
1965-1980 


Total Family class Assisted relative Independent Refugees! 

Year Number Per cent Number Per cent Number Per cent Number Per cent Number Per cent 
1965 74,195 67.5 20,063 46.9 SL ILS 80.6 

1966 99,210 68.3 23,055 46.4 76,155 79.7 

1967 119,539 69.8 26,222 47.0 93,317 83.8 

1968 95,446 66.5 5,992 23.9 19,069 72.4 70,385 86.0 

1969 84,349 66.7 6,584 28.1 21,924 72.9 55,841 79.9 

1970 77,723 66.7 6,600 29.6 19,633 72.9 51,490 79.2 

1971 61,282 64.2 7,499 32.6 16,853 74.6 36,930 77.3 

1972 59,432 63.0 7,764 3355 17,562 72.9 34,106 ae, 

1973 92,228 63.6 8,959 31.3 24,152 70.2 SOM, 73.4 

1974 106,083 64.5 10,606 29.8 28,030 70.9 67,447 76.9 

1975 81,189 59.8 14,762 32.9 24,321 71.6 42,106 74.4 

1976 61,461 Spy 16,448 35.5 19,850 71.6 25,163 69.6 

1977 47,625 54.3 15,547 37.4 lS.o72 74.6 16,706 67.8 

1978 35,240 So) 14,498 38.6 9,937 V3 10,348 68.4 457 71.4 
1979 48,234 57.0 15,380 39.4 6,238 WS.1/ 12,969 69.1 13,647 71.7 
19802 63,166 S738 16,181 36.0 7,182 74.9 19,397 69.6 20,406 Vil 


‘Includes “designated classes” comprising persons who do not fit the Geneva Convention definition of refugee but who are admitted on 
compassionate grounds. 


21980 data are preliminary. 


Source: CEIC statistics. 


labour market purposes will attain levels which would terms of selection criteria which take into account a 
raise significant new economic or demographic issues. number of factors, including education, vocational 
preparation, experience, age, and the need for their skills 
in the labour market. This need is assessed in terms of 


¢ identifying requirements for labour from foreign ongoing measures of occupational demand made by the 
sources in the light of its availability from domestic CEIC. 


sources; and 


The main issues are likely to centre around: 


An independent immigrant who has a job offer vali- 
dated by the CEIC or is qualified for and prepared to 
engage in a “designated occupation” is deemed to have 
skills in high demand. To be validated, a job offer must 
meet several criteria. 


¢ obtaining the precise skills Canada needs on a 
timely basis. 


Concepts and Terminology 


Before exploring the main issues further, it would be ¢ The Ma ECS: working conditions and prospects of 
useful to clarify some basic concepts and terminology continuity must be sufficient to attract Canadian 
having a bearing on immigration for labour market residents. 

purposes. e There must be no industrial dispute in the 

Immigrants to Canada fall into three basic categories: SRer DDS: 

independent immigrants, family members, and refugees. e¢ The employment opportunities of Canadian resi- 
As Table 10-2 indicates, immigrants from all categories dents must not be adversely affected. 

enter the labour force. Indeed, some immigrants from ¢ The person must be likely to meet federal, provin- 
all categories have jobs waiting for them on arrival. cial or other applicable licensing requirements. 


Independent Immigrants In addition, the CEIC generally requires that employ- 


Principal applicants in the independent class are deemed ers seeking foreign workers have well-developed human 
to be able to establish themselves and any immediate resources plans designed to ensure the greatest possible 
family in Canada on a self-sufficient basis. Their capaci- use of domestic workers and thus to minimize future 

ty to establish themselves without help is evaluated in reliance on workers from abroad. 
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Although spouses and dependants of principal appli- 
cants in the independent class are not subject to selec- 
tion criteria as such, between 5 and 10 per cent nonethe- 
less enter the labour force on arrival in Canada. 
Virtually all enter occupations for which no specific 
need has been identified. Principal applicants admitted 
to fill identified labour market needs are sometimes 
referred to as “selected workers,” while their spouses 
and dependants for whom no labour market need has 
been identified (in almost all cases) but who enter the 
labour force are referred to as “unselected workers.” 
The independent class also includes entrepreneurs, self- 
employed and retired people. 


The size of the independent class varies with changing 
labour market demand, largely as interpreted by federal 
authorities — in recent years, essentially the CEIC. The 
CEIC’s interpretation relies primarily on various instru- 
ments for forecasting regional and national occupational 
demand and on contacts and arrangements with employ- 
ers and unions regarding the importation of specific 
skills. 


In the years 1965-75 the independent class was pre- 
dominant, almost always comprising more than half of 
all immigrants in any given year, but by 1979 the 
independent class occupied less than one-quarter of the 
immigration intake. Even if the relatively large refugee 
component of the 1979 immigration movement were 
discounted, the independent class would have comprised 
less than one-third of the overall intake in that year. 


Assisted Relatives 


Assisted relatives are assessed on the basis of a combina- 
tion of modified selection criteria similar to those appli- 
cable to independent immigrants and the willingness of 
relatives resident in Canada to help them become estab- 
lished. Regulations prescribing procedure at immigra- 
tion offices abroad provide that all prospective immi- 
grants who are neither family class members nor 
refugees are to be treated initially as independent appli- 
cants. Those failing to meet the overall independent 
class selection criteria, but having skills in demand and 
having relatives able and willing to help them become 
established, may be admissible as assisted relatives. As 
with the independent class, there are “selected workers” 
and “unselected workers” among the assisted relatives 


group. 


In terms of size, the assisted relative category tends to 
have some of the stability of the family class while 
retaining some sensitivity to labour market conditions. 
The category, originally called “nominated class,” was 
fairly stable during the years 1968-77, accounting for a 
little under 25 per cent of total immigration annually. 
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By 1979, however, assisted relatives accounted for only 
10 per cent of the movement. This decline is attributable 
to a shift into the family class of immigrants who would 
formerly have been designated as nominated class, after 
the introduction of the 1978 regulations. Moreover, 
some of those who might otherwise apply as assisted 
relatives qualify as independent immigrants because 
under the 1978 regulations, they are now first screened 
on that basis. 


Family Class 


Family class immigrants are essentially close relatives of 
Canadian residents who have given an undertaking to 
sponsor them. No selection criteria as such are applied 
to family class immigrants but over 30 per cent enter the 
labour market each year. 


The size of the family class is less affected by both 
internal and external conditions than the independent 
class. The number of family class arrivals is a function 
of approved sponsorship applications put forward by 
Canadian residents on behalf of their relatives abroad. 
The size of the class tends to expand shortly after 
periods of high independent class and refugee intake, as 
dependants and other relatives join family members who 
have become established. In recent years, as independent 
immigration has dropped sharply, the proportion of 
overall intake occupied by the family class has grown. A 
new factor in this growth was the possibility offered 
Canadian citizens through the regulations made after 
the proclamation of the Immigration Act in 1978 to 
sponsor parents under 60 years of age. This group 
currently comprises about 60 per cent of family class 
intake. 


Refugees 


Refugees are a special case and include not only persons 
who fit the definition of “refugee” in the relevant 
Geneva Convention but also certain other designated 
groups admitted on compassionate grounds. Labour 
market criteria are not applied as such in determining 
their admissibility but are used as a guide in assessing 
the likelihood of their being able to become established 
in Canada. 


Although there is no way of predicting specific addi- 
tions to the world refugee population, their numbers will 
no doubt continue to far exceed settlement possibilities. 
There were rapid increases in refugee intake during 
1979 and 1980 because of the special Indochinese 
refugee program. The total refugee inflow, which had 
amounted to about 10 per cent of post-war immigration, 
accounted for a quarter of the movement in 1979 and is 
estimated to have been between 25 and 30 per cent in 


1980. The total intake projected for 1981 is 21,000 or 
roughly 15 per cent of the overall immigration level 
announced by the Minister. 


Regarding settlement patterns, family class immi- 
grants and, to a slightly lesser extent, assisted relatives 
tend to settle in the same areas as their relatives, mainly 
in Canada’s largest urban centres, which are also our 
deepest labour markets. Independent immigrants tend to 
be more broadly dispersed, settling both in large urban 
centres and in other areas of high employment. 
Refugees also tend to settle in large urban areas but 
efforts to arrange for their sponsorship and reception 
across the country have been leading to a more dispersed 
pattern of settlement. 


Figures 10-1 and 10-2 illustrate some of the foregoing 
concepts and terminology as they apply to the contribu- 
tion of the immigration movement in 1980 to the labour 
market. Figure 10-1 shows the contribution of each 
immigrant class in 1980 to the labour force. Figure 10-2 
consists of four subsidiary charts showing the proportion 
of each class which was destined to the labour force as 
well as the number and per cent of those with prear- 
ranged jobs. In the case of independent immigrants and 
assisted relatives, the charts also identify the number 


Figure 10-1 
Immigrants Destined to the Labour Force, 1980 


Not in the Labour Force 
79,468 


Humanitarian 
Movements 
20,406 
14.3% 


Assisted 
Relatives 


Source: Based on CEIC data. 
PeULee Dr eess Ber eee ee ie VE Pe SOLO eae oS ee 


and per cent of immigrants specifically selected to meet 
identified labour market needs in Canada as well as the 
proportion having prearranged jobs. 


From these figures and Table 10-1, one can calculate 
that out of an overall immigration intake in 1980 of 
142,634, the combined independent and assisted relative 
groups numbered 51,578 or approximately 36 per cent. 
Of this combined group, 20,016 or about 40 per cent 
were specifically selected to meet identified labour 
market needs and of this smaller group, 5,770 arrived 
with prearranged jobs. In other words, out of a total 
intake of 142,634, barely 4 per cent were selected in 
response to validated requests from employers. 


Requirements for Foreign Labour 


Workers Admitted as 
Permanent Residents 


As Chapter Four indicated, no generalized labour short- 
age is foreseen for the 1980s and hence the Task Force 
sees no requirement for a large increase in the immigra- 
tion intake to meet labour market needs. We expect, 
however, that the annual level of foreign labour require- 
ments may have to be somewhat higher on average in 
the 1980s than in recent years. Major adjustments will 
be required in the labour market and they are likely to 
be substantially different and in some respects more 
difficult than in the past. Changing demand conditions 
will continue to give rise to major changes in the geo- 
graphic focus and industrial mix of economic activity 
and, as a consequence, in occupational demand. 
Responses to this demand will be constrained to some 
extent by a number of basic factors such as relatively 
low rates of labour force growth and major, rapid 
changes in labour force composition. Increased levels of 
emigration of skilled personnel might also complicate 
the adjustment process, and there is some evidence that 
this might be occurring (see Table 10-3). 


As previously noted, the contribution of immigration 
to easing problems inherent in the adjustment process 
will be to relieve bottlenecks in labour supply. Our 
approach to forecasting demand for foreign labour takes 
account of both recent patterns of occupational imbal- 
ances in specific skills and geographic regions, and 
recent trends in validated job offers extended by 
employers to foreign workers. Chapter Four indicated 
the difficulties inherent in forecasting occupational 
demand. Here we mention considerations peculiar to 
forecasting the foreign worker component of that 
demand. 


Although some members of all classes of immigrants 
(including family class and refugees) make arrange- 
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Figure 10-2 Immigrants Selected to Meet Labour Market Needs 


(A) Independent Class Assisted Relatives (B) 
38,172 13,406 


Principal Spouses and 
applicants | dependants 


Not in the Labour Force 
6,224 
46.4% 


Not in the Labour Force 
18,775 
49.2% 


Principal applicants 


Spouses 
and Dependants 


Without job 


1 
| 
! 
Without job 
3,585 f ee 
| 
| 
! 
'] 


Without job 
10,204 
26.7% 


bi 


\ 
\ 
\ 
\ 
\ 
\ 
9.4% ' 
\ 
\ 
\ 


With job (5,562) — 14.6% With job (157) — 1.2% 

With job (46) — 0.1% With job (1) — 0% 

LEGEND 

O DESTINED TO THE 
LABOUR FORCE 


(C) Family Class Humanitarian Movements (D) 
50,936 40,120 


Not in the Labour Force 
19,714 


Not in the Labour Force 
49.1% 


34,755 
68.2% 


Without job 


Without job 
15,807 
31.0% 


With job (374) 0.7% With job (71) 0.4% 


Source: Based on CEIC data. 
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Table 10-3 
U.S./Canada Occupational Balance, 1974-1977 


Emigrants to 


Immigrants from 


United States United States Net balance 

2 digit code 1974 1977 1974 1977 1974 1977 
11 Management, administration 620 1,843 1,259 815 +639 -1,028 
21 Nat. sci., engin., math 434 977 953 298 +519 -679 
23 Soc. sci. and related 99 187 481 171 +382 -16 
25 Religion 97 171 334 304 234 +133 
27 Teaching and related 272 474 1,348 688 +1,076 +214 
31 Medicine and health 742 1,607 843 454 +101 = i53 
33 Artistic, literary 133 274 509 287 +376 al fe 
37 Sports and recreation 59 113 62 29 ars -84 
41 Clerical and related 604 1,068 1,372 593 +768 -475 
51 Sales 199 445 548 229 +349 -216 
61 Service 479 596 562 294 +83 -302 
71 Farming, horticulture 56 87 263 105 +207 +18 
73 Fishing, hunting 3 7 16 4 +13 -3 
75 Forestry and logging 26 8 82 z +56 -1 
77 Mining and quarry 1] 17 18 6 Fy -11 
81/82 Processing 63 50 181 53 +118 4, 
83 Machining and related 284 289 278 70 -6 -219 
85 Product fabrication 353 382 567 244 +214 -138 
87 Construction trades 264 270 643 262 +379 -8 
91 Transport equipment 61 98 174 60 2 x 0) -38 
93 Material handling 20 38 43 13 reas -25 
95 Other crafts and equipment 26 45 80 33 +54 =12 
99 All other 226 A 207 182 -19 -35 

Total 5,131 9,263 10,823 5,201 +5,692 —4,062 
1974 
Total emigration to United States 11,385 
Immigration from United States 26,519 
1977 
Total emigration to United States 20,894 
Immigration from United States 12,796 


Source: C. Taylor, I. Timonin and J. J. Kelly, Immigration, Emigration and the Labour Force, CEIC, October 1980. 


ments abroad to take up specific jobs offered to them in 
Canada, the number and proportion in the family and 
refugee categories have been small in comparison with 
those in the independent class (Table 10-4). For pur- 
poses of forecasting the demand for foreign workers, we 
focused our attention on data relating to independent 
class immigrants and assisted relatives with prearranged 
employment. Such data are a concrete expression of past 
demand which, when modified according to projected 
changes in occupational demand, may be used to project 
future demand for foreign workers. However, two fur- 
ther qualifications are needed. First, not all employers’ 
requests for foreign workers are approved by the CEIC 
since some do not meet the criteria noted in Section II 
above. Although reliable information is not available on 
employment requests turned down, there is little evi- 


dence of complaints by employers on this score. Second, 
while all independent immigrants with job offers are by 
definition “‘selected workers,” there are other “‘selected 
workers” in the independent and assisted relative classes 
who are pertinent to our forecast. These are immigrants 
who enter occupations deemed to be in demand but who 
do not have prearranged jobs. (It will be recalled that 
there is yet another group of labour market destined 
independent immigrants and assisted relatives — those 
spouses and dependants of principal applicants who 
enter the labour force even though their admission was 
not contingent on assessment against labour market 
criteria.) 


Forecasts of requirements for foreign labour must 
take account not only of some measure of demand but 
also of policies on how such demand should be met. As 
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Table 10-4 
Immigrants Destined to Labour Force, 1975-1980 


Assisted Relative/ 


Independent Nominated 


With job No job Total 


With job Nojob_ Total 


Family Class Total! 


With job Nojob Total Withjob No job Total 


1975 10,166 29,900 40,066 2,239 20,319 
22.4 74.6 abe) 90.1 
1976 9,737 L3yh7 2. 22,909. b29 17,298 
42.5 aul 8.1 91.9 
1977 7,358 8,114 15,472 1,085 13,831 
47.6 52.4 jee o27 
1978 4,424 5,198 9,622 499 9,157 
46.0 54.0 5:2 94.8 
1979 4,681 8,133 12,814 242 5,945 
36.5 63.5 3.9 96.1 
1980 5,608 13,789 195397 158 7,024 
28.9 ful Og: 97.8 


'Does not include refugees (over 99 % of refugees do not have job offers). 


Source: CEIC statistics. 


noted earlier, our analysis assumes that existing policies 
to ensure reliance on domestic sources of labour supply 
will remain unchanged. The Task Force agrees that the 
admission of foreign workers should not adversely affect 
employment opportunities for Canadian residents. It 
might be noted in this regard that, in addition to reliev- 
ing labour shortages, some foreign workers have con- 
tributed extensively to training Canadians workers on 
the job. We also agree that foreign workers should not 
be supplied to enterprises whose wages, working condi- 
tions or stability are such that they cannot attract 
Canadian residents. If, in addition, the jobs are in 
unproductive enterprises, there is all the more reason not 
to supply them with foreign labour. The Task Force 
recognizes that undertakings for which the CEIC 
demands that employers have well-developed human 
resource plans provide a useful basis for linking labour 
market policy with immigration policy. 


In the light of the foregoing observations, and those in 
Chapter Four on occupational imbalances, the Task 
Force concludes that precise forecasts of annual require- 
ments for foreign workers are not feasible. It is never- 
theless essential for a variety of planning and manage- 
ment purposes in both the public and private sectors that 
these requirements be given some dimension. Individual 
firms and industries need some idea of the degree to 
which they may be able to recruit foreign workers to 
complement their work force from domestic sources. 
Authorities within the CEIC who are responsible for 
working with firms and industries to identify foreign 
worker requirements and to negotiate agreements 
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22,554 54 12,422 12,476 12,455 62,641 75,096 
0.4 99.6 16.6 83.4 

18,827 38 13,624 13,662 11,304 44,094 55,398 
0.3 bf 20.4 79.6 

14,916 23 12,582 12,605 8,466 34,527 42,993 
0.2 99.8 19.7 80.3 

9,656 78 11,209 11,287 5,001 25,564 30,565 
0.7 he) 16.4 83.6 

6,187 663 14,490 15,153 5,586 28,568 34,154 
4.4 95.6 16.4 83.6 

7,182 374 15,807 16,181 6,140 36,620 42,760 
23 OT 14.4 85.6 


regarding the terms and conditions under which 
individual employers meet such requirements, need to 
have some idea of sizes of the annual “selected worker”’ 
intake to ensure that adequate procedures and resources 
exist to expedite their arrival. Other CEIC authorities, 
responsible for the management of both the overseas and 
domestic elements of the immigration system, have simi- 
lar information needs for similar reasons. 


For planning purposes, therefore, the Task Force 
concludes that during the current decade there should be 
sufficient room in the overall annual immigration move- 
ment, on average, to accommodate in the order of 
20,000 to 25,000 “‘selected workers” to meet genuine 
and urgent requirements in the labour market which 
cannot be met from other sources. Actual requirements 
and admissions would need to be monitored closely to 
correct this rough estimate as required. Failure to space 
out some of the major energy projects or changes in 
international trade patterns could have a significant 
impact on the figure established for planning purposes. 


Given current ratios of dependants to principal appli- 
cants, and including entrepreneurs, self-employed and 
retired people, Canada would have to take in an annual: 
average of roughly 50,000 to 60,000 immigrants in the 
independent class and assisted relative group to produce 
the 20,000 to 25,000 “‘selected workers.” 


Temporary Workers 


Requirements stemming from the various megaprojects 
planned, notably in the West, may result in a significant 


increase in the annual flow of temporary workers to 
Canada. It is not clear whether a large increase in 
temporary workers would itself create special problems 
at work sites or in communities, and the Task Force did 
not explore this question. 


Canada’s current employment visa policies for tempo- 
rary workers appear adequate to facilitate acquisition of 
skilled workers needed for one year or less, even if 
increased numbers are needed. However, workers 
needed for longer periods are unlikely to be attracted in 
sufficient numbers by merely extending the period of 
temporary work permits. These skilled workers, who are 
in high demand internationally, are likely to need the 
inducement of being granted permanent residence, since 
this status confers most of the rights and privileges of 
Canadian citizens. Those who choose to remain in 
Canada permanently possess the skills to establish them- 
selves self-sufficiently with little difficulty. 


It should be mentioned that the Task Force has not 
considered employment visa policies as they might apply 
to unskilled or semi-skilled labour. We are aware that 
there have been occasional problems — in some 
instances, significant problems — with the temporary 
employment of seasonal agricultural workers and 
domestics. Our analysis of labour market conditions in 
the 1980s and our assumption that the government 
would not, in general, agree to the admission of large 
numbers of unskilled or semi-skilled temporary workers 
led us to conclude that we need not explore this issue in 
detail. 


Obtaining the Skills 
Canada Needs 


Whether Canada can obtain the skills it will need during 
the 1980s depends on two basic factors: 1) the availabili- 
ty of needed skills in the international labour market; 
and 2) the management of the process by which identi- 
fied requirements for these skills are met. 


International Competition 


Obtaining the skills Canada needs will be complicated 
by a relative reduction in the attractiveness of Canadian 
wages and working conditions by international standards 
and by growing international competition for the skills 
needed in Canada. 


Canadian wages and working conditions are relatively 
less attractive now than in the past, in comparison with 
those prevailing in western European countries which 
have traditionally supplied this country with higher level 
skills. Comparisons of purchasing power, however, indi- 


cate that Canada still retains an advantage — albeit a 
marginal one — over most of those traditional source 
countries (see Table 10-5). In both purchasing power 
and working conditions Canada is likely to continue to 
have substantial advantages over non-traditional (e.g., 
Asian) source countries, but even there growing interna- 
tional competition is tending to drive up wages. 


Table 10-5 


Selected International Comparisons of Purchasing Power 
(hours of work required to purchase basic goods and services)! 


Household 
City “basket of staples’? Overall expenses? 
Rank Order Rank Order 
Amsterdam lee 5 82.50 3} 
Brussels 29.75 15 102.00 11 
Chicago 16.25 4 S25 l 
Copenhagen 19.00 8 90.50 9 
Diisseldorf 18.25 7 98.25 10 
Geneva 20.75 11 126.75 14 
Helsinki 33.25 16 362.25 24 
Hongkong 61.25 21 241.00 5.9) 
Istanbul 59.25 20 142.00 16 
London 338},245) 16 80.75 D 
Los Angeles [S225 Z 89.75 8 
Luxembourg 19.25 ) 155;75 i, 
Madrid 88h 7/5 17 548.00 25 
Manilla 132.00 12 189.25 18 
Mexico 34.25 18 139.50 15 
Milan 33.75 17 86.00 6 
Montreal Wes 5 85.50 5 
New York [8.00 6 116.50 13 
Oslo 24.50 13 278.50 we 
Paris 26.75 14 224.75 aI 
San Francisco 15.00 l 194.25 19 
Stockholm 23.50 i 87.75 7 
Sydney 15.50 3 204.25 20 
Tokyo 39.00 19 87.75 7 
Toronto 19.75 10 104.25 12 
Vienna 23.50 12 84.25 4 


\Based on gross income of 12 representative occupational groups. 
2Weighted selection of food and sundries. 

3Weighted selection of food and sundries as well as household 
appliances, clothes, transportation and miscellaneous services. 


Source: Publication No. 69 in the series of studies on economic, 
banking and monetary questions published by the Union de 
Banques Suisses; May, 1980. 


The significance of such comparisons is not clear. On 
the one hand, it is evident that certain key Canadian 
“pull factors” are not as strong as they used to be, even 
though it is probably reasonable to assume that Canada 
continues to rate high on a notional “quality-of-life” 
scale. On the other hand, the decision to emigrate is a 
major one for most people, generally taken after extend- 
ed consideration of many factors. This suggests that 
various strategies to attract immigrants may have some 
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effect. Examples of such strategies include active 
recruitment and effective communication of Canada’s 
interest and requirements for skilled foreign labour. 


On the latter point, it should be observed that histori- 
cally, domestic occupational demand has not always 
been matched with precision by foreign labour supply. 
During periods of rapid employment growth, evenly 
spread across occupations, precision in matching is not 
as crucial, particularly at the lower end of the skill scale, 
as when labour shortages are largely limited to certain 
regions and skilled occupations. Control of overall 
immigration levels at such times tends to be as impor- 
tant in adjusting flows to the labour market as the 
application of domestic demand criteria to facilitate the 
selection of specific skills. This was reflected in the 
“tap-on, tap-off’ approach to controlling immigration 
during most of the post-war period, which tended to give 
confusing signals about Canada’s specific labour market 
needs. 


Even with the “tap” off there was always some 
demand for particular skills, but the general signal 
perceived abroad may have been that immigrant work- 
ers were not needed in Canada regardless of their skills. 
This may not have created serious problems during 
periods of abundant foreign labour supply. Such an 
approach is bound to create problems, however, during 
the current and forecast period when the availability of 
foreign skills by historical standards is bound to be 
reduced. Skilled persons abroad should know that there 
may be a need for them at any time in the Canadian 
labour market. A smoother, planned approach to the 
immigration intake for labour market purposes, based 
on consultations with the private sector, would facilitate 
the development of the more effective communications 
referred to above. It would also facilitate human 
resource planning by Canadian firms. 


The effect of international competition for the skills 
Canada needs is difficult to evaluate with precision. 
Although Canada’s requirements are not likely to be 
large relative to the demand of some other countries and 
regions, some skill requirements may be critically impor- 
tant internationally and they may simply not be avail- 
able in sufficient numbers to satisfy even a fraction of 
world requirements. In this regard, it must be remem- 
bered that competition for labour is increasing in areas 
such as Asia, which have not traditionally supplied a 
significant proportion of Canada’s higher skill intake. 


Emigration to the United States is an aspect of this 
international competition which deserves special atten- 
tion. Data on emigration are poor but some excellent 
preliminary work prepared for the Task Force gives us 
some indication of potential difficulty stemming from 
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emigration to the United States. Table 10-3 indicates 
that in certain critical areas Canada has been experienc- 
ing a net loss of skills in recent years, a reversal of 
earlier flows. It remains difficult to assess whether this 
reversal is truly significant for any given trade and 
whether the emigrants include U.S. or other foreign 
nationals. The admissibility of Canadian residents to the 
United States as permanent residents is governed by 
quotas. For persons born in Canada the applicable quota 
is that for the Western Hemisphere, for which there is 
always a waiting list. For persons born outside Canada, 
even if they are Canadian citizens, the applicable quota 
is that for their country of birth. The admissibility of 
such persons may be more or less difficult than for those 
born in Canada. Barring a change in U.S. immigration 
policy, therefore, we would not expect a sudden major 
increase in emigraton to the United States although 
relatively small numbers of critically important skilled 
persons could nonetheless continue to emigrate there. 


It may be worth noting that in certain industries, such 
as the petroleum industry, relations between professsion- 
als in Canada and the United States are often close and 
marked by a good deal of trans-border travel. Familiari- 
ty with working conditions and lifestyles on both sides of 
the border would tend to facilitate quick personal deci- 
sions to move one way or the other depending on the 
relative attractiveness of job opportunities. 


Management Issues 


The policy framework and management system for 
immigration is not designed exclusively or even primari- 
ly to achieve labour market objectives. As the preamble 
to the Immigration Act illustrates, immigration policy 
serves a broad range of important national objectives 
which may well be in competition with one another at 
any given time. Thus, there are distinct limits to the 
degree to which adjustments may be made to the system 
to increase its reponsiveness to any given major objec- 
tive. Furthermore, immigration has always played an 
important role in Canada’s bilateral relations and will 
no doubt continue to do so. This could influence deci- 
sion-making on immigration matters in ways which are 
not necessarily consonant with labour market objectives. 


The Task Force was impressed with the complexity of 
policy and management issues in immigration but 
nonetheless ventures comments on two related manage- 
ment issues. First, it seems reasonably clear that a 
substantial degree of direct recruitment by Canadian 
firms of immigrants for the labour market is likely to 
continue to be necessary to ensure precision and timeli- 
ness in matching foreign labour supply with specific 


domestic requirements. To facilitate such recruitment 
and to ensure rapid processing of the applications of 
immigrants with job offers, the CEIC and the Depart- 
ment of External Affairs may need to consider a variety 
of measures to strengthen the overseas capacity of 
Canada’s offices as well as to continue improving clear- 
ance procedures in Canada. Special ongoing consultative 
arrangements between employers and the CEIC might 
focus on identifying demand for foreign workers as well 
as the best means of admitting them promptly. 


Second, it will be important to ensure that there is 
adequate room in the annual immigration intake to 
accommodate all of the foreign labour for which needs 
have been identified. 


The size of the overall annual immigration movement 
is meant to match a target level announced annually in 
the fall by the Minister of Employment and Immigra- 
tion in accordance with provisions of the Immigration 
Act. The level is determined after consultations with the 
provinces and some voluntary organizations. Even 
though the level of immigration for labour market pur- 
poses should reflect industrial needs as well as policy 
considerations, consultation with employers and unions 
on labour market needs has tended to be limited and 
cursory. More extensive consultation with these groups 
is planned by the CEIC. 


In recent years the level has been expressed as a 
specific figure for the forthcoming calendar year. The 
experience of the first two levels exercises in 1978 and 
1979 demonstrates that there is bound to be some 
discrepancy between announced levels and actual immi- 
gration (1979 level: 100,000 — actual immigration: 
112,000; 1980 level, 120,000 — actual immigration: 
143,000). Discrepancies arise from a wide variety of 
factors ranging from administrative considerations to 
unforeseeable political upheavals. On the latter point, 
for example, the 1980 level was adjusted upwards by 
10,000 when the Southeast Asian refugee situation 
resulted in a substantial increase in the projected 
refugee intake. The government decided nonetheless to 
increase the refugee intake even more as the full extent 
of the plight of the “boat people” became apparent. 


Table 10-1 indicates that in recent years the propor- 
tion of immigration in the family class has grown sub- 
stantially while the proportion in the independent class 
has been reduced. This has given rise to concerns in 
some quarters that the combination of an annual target 
level for immigration, limited influence on the size of 
the family class, its priority in the processing of applica- 
tions, and unforeseeable requirements to increase 
planned refugee intakes could lead to unplanned reduc- 
tions in the size of the independent class and hence in 


the numbers of immigrants who could be selected to 
meet labour market needs. 


If it became clear that the relatively modest numbers 
of “selected workers” that we have estimated would 
need to be reduced to make room for increased family 
class intakes, the Task Force would see merit in a review 
of the components of the immigration movement and the 
priorities governing the processing of applications to see 
how they might be adjusted to reflect accurately the full 
range of immigration policy objectives. 


For the present, careful account should be taken of 
labour market needs so that they can be built explicitly 
into the levels-setting exercise. Planned level-setting con- 
sultations with employers and unions should help in this 
regard. In addition, more accurate identification of 
needs could increase the proportion of independent 
immigrants and assisted relatives with job offers and 
correspondingly reduce the proportion admitted on the 
basis of inherently inaccurate demand criteria derived 
from existing forecasting instruments. This would 
increase the precision of the match between domestic 
requirements and foreign labour supply, reducing the 
need to increase the overall size of the immigration 
intake or of the independent class in order to ensure 
adequate numbers of the skilled immigrants Canada 
needs. Our estimate that the independent class and 
assisted relatives groups would have to number 50,000 
to include 20,000 “‘selected workers” may therefore be 
on the high side. It must be remembered, however, that 
this would not alter problems relating to the relative size 
of the various immigrant classes or to processing 
priorities. 


Implications for Policy 


The basic conclusion of the Task Force is that the 
principal objective of immigration policy for labour 
market purposes in the 1980s should be to facilitate the 
supply of workers to productive enterprises by admitting 
from abroad those skilled workers who cannot be 
obtained from domestic sources in the short term. 
Although it may be said that such an objective has 
traditionally been part of Canadian immigration policy, 
labour market conditions in the current decade give it 
special meaning. 


In the light of the foregoing, consideration should be 
given to the following measures. 


e The proportion of immigrants with prearranged 
employment should be increased to achieve a better 
match between domestic needs and foreign skilled 
workers and to minimize the need to raise immigra- 
tion levels to accommodate these workers. 
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¢ The location, procedures and resources of both 
overseas immigration offices and domestic CEIC 
offices should be adjusted, as required, to ensure 
prompt, effective recruitment and selection of the 
skilled workers Canada needs. 


Such measures should contribute to the achievement 
of the principal objective proposed above by increasing 
the likelihood that employers’ approved requirements for 
foreign labour can be met fully and promptly. 


The analysis of Canada’s foreign skill requirements in the 1980s is 
based largely on the analysis of occupational imbalances in Chapter 
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Four and on several internal CEIC studies concerning labour market 
destined immigration. Historical background was derived from a 
variety of well-known published sources such as the White Paper of 
1966, the Green Paper of 1974 and its supporting studies, as well as 
the ever-useful reference work by Dr. Freda Hawkins, Canada and 
Immigration: Public Policy and Public Concern (1972). Descriptive 
material on the operation of the immigration system was obtained 
from a variety of published sources such as the recent annual reports 
on immigration levels and interviews with CEIC staff. Concern over 
the dearth of emigration data led the Task Force to commission a 
highly useful but preliminary study on labour market immigration/ 
emigration flows between Canada and the United States conducted by 
Mr. Chris Taylor of the Environmental Studies Program, Innis 
College, University of Toronto. Dr. J.J. Kelly of Statistics Canada 
and Mr. Ivan Timonin of the CEIC. At the request of the Task Force, 
Mr. Taylor is pursuing further work in this area. 


Chapter Eleven 


Facilitating Labour Adjustment 


Canadian labour markets have been adjusting and will 
continue to adjust to changing economic circumstances. 
Workers regularly move to new localities, change 
employers, train for and enter new occupations. New 
jobs are created and old ones are eliminated. New firms 
are created, successful ones expand, and unsuccessful 
ones decline and die. Although some of these changes 
are captured in the data showing a net annual growth in 
employment averaging 300,000 to 400,000 per year over 
the 1970s, the gross change is substantially greater. 
Over one million new jobs are created each year, and 
about three-quarters of a million jobs disappear. 


Most of these changes are responses to changing 
technology and changing demand for goods and services. 
The speed and efficiency with which these changes are 
accomplished determine the degree to which Canadians 
achieve the benefits of higher productivity and output 
and the distribution of these benefits. 


Changes will continue to occur in the 1980s. Indeed, 
as we have noted in Chapter Four, we expect the pace of 
change to be somewhat more rapid in the 1980s than in 
the 1970s. On balance we are optimistic that growth in 
the demand for labour will be strong during the 
1980s — outstripping growth in labour supply. Thus, 
unemployment rates should slowly fall in the course of 
the decade. 


Even though the outlook for the world economy is 
somewhat uncertain, in many industries Canada is now 
much more competitive than it was a decade ago. 
Although productivity growth in Canada during the 
1970s was much slower than during the 1950s and 
1960s, it was more rapid than in the United States, our 
major trading partner, and somewhat slower than in the 
United Kingdom, Germany, France and Japan. How- 
ever, the decline in external value of the Canadian dollar 
and relatively moderate wage inflation since 1975 has 
meant that Canadian wages in manufacturing ($8.81 
U.S. per hour in 1980) are now well below those in the 
United States ($9.89 U.S.) and most European coun- 
tries. While Canadian wages are still higher than those 


in Japan, differences have narrowed markedly. In sum, 
Canadian labour costs today compare more favourably 
with those of our major trading partners than they did a 
decade ago. Despite increased competition from the 
newly industrialized countries of Asia, this favourable 
labour cost situation should provide considerable incen- 
tive for growth of output and employment in the goods 
industries, including manufacturing, in the 1980s. 


While the outlook for the goods-producing sectors 
appears strong for the 1980s, as indicated in Chapter 
Four, appreciable differences will exist between industry 
categories. Major difficulties are being experienced by 
our textile, clothing, footwear and automotive industries 
in competing with imports from newly industrialized 
countries and Japan. Problems in these sectors are 
expected to continue into the 1980s. In contrast, signifi- 
cant growth is anticipated in the whole of the primary 
sector, the energy sector and in several manufacturing 
sectors. Thus, continuing change can be anticipated in 
both the mix and location of economic activity. We 
expect the impact of changes to be particularly impor- 
tant in central Canada. 


Adjustment to change creates problems in accom- 
modating shifts not only in the location but also in the 
mix of skills required. A recent analysis of impacts of 
U.S. trade shifts (Aho and Orr, 1981) concluded that 
the adjustment burden falls more often on women, 
minorities, the less-educated, and the lower-paid groups 
least able to afford it. This is equally true in Canada. 


Difficulties in accommodating change often result 
from the asymmetric distribution of the costs and ben- 
efits of adjustment. Although in total there are large net 
gains from adjustment to change, these benefits are 
widely dispersed and thus small for any single person, 
whereas the costs are highly concentrated and thus 
fairly large for each of the limited number of workers 
affected. The need for greater assistance to accommo- 
date change has been recognized, but frequently the 
necessary budgetary funds have not been committed. In 
this context the recent allocation of incremental funds 
for adjustment assistance by the federal government is 
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most encouraging. Moreover, the costs of accommodat- 
ing change before the event are always perceived as 
being extremely high. After the change has occurred, a 
review of the experience would reveal that the actual 
costs were much less. Any program to facilitate change 
must deal with this fact. 


Accommodation of change is also considerably more 
difficult in thin non-metropolitan labour markets than in 
major metropolitan centres. In the big cities, many new 
jobs open up every day, even for workers with special- 
ized skills, and many new workers enter the labour 
market. Workers involved in a major layoff or shutdown 
can usually find suitable work fairly quickly. In smaller 
non-metropolitan areas, however, there are very few job 
openings at any given time and workers may have to 
wait a long time before finding re-employment in their 
community or may have to move to another areas. 
Similarly, employers starting up or expanding ina 
smaller community may have to draw workers from 
outside because no qualified workers are available local- 
ly. Thus the problems of adjustment are considerably 
more difficult in smaller communities than in larger 
ones, and active government policy may often be 
required to smooth the adjustment process. 


As Canada will have to meet the demands for labour 
internally without significant reliance on immigration, 
there is pressing need for effective adjustment policies to 
accommodate both up-side and down-side demand 
shifts. In this regard, the emphasis assigned to this 
problem by federal government departments is most 
encouraging. The initial allocation of $350 million 
represents a very important commitment to this pressing 
need. This chapter will provide a brief overview of the 
adjustments and policies required. 


Adjustment Requirements in the 1980s 


In the 1980s the Canadian labour force will have to 
respond to changes in the structure of demand for 
labour which will probably be even greater than those 
experienced in the past. The more common categories of 
anticipated change can be briefly described. 


¢ The commencement and phase-out of resource- 
based activities. Strong demand for mineral, forest 
and petroleum products will continue to result in 
possibilities for significant net incremental employ- 
ment in these sectors. Very frequently, these activi- 
ties will result in new demands for labour in remote 
regions. While these new resource activities are 
coming on stream, older operations will be phased 
out as the resources are depleted or decline in 
quality. Hence, there wil! be on-going need to rede- 
ploy workers. 
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e Shifts in consumer demand. For example, the 
switch in demand from larger automobiles to small- 
er fuel-efficient cars will continue to have a major 
impact on the requirements for Canadian labour. 


© Changes in international competitiveness. Imports 
from Third World countries will continue to have 
major impact on Canadian industries such as cloth- 
ing, footwear, household electrical products and 
office equipment. 


e Interregional differences in rates of economic 
growth. In Chapter Four we indicated that appre- 
ciable differences in provincial growth rates are 
anticipated during the 1980s. The three western 
provinces and Newfoundland are expected to grow 
at a rate significantly above average while lower 
rates are expected for central Canada and the 
Maritime provinces. 


¢ Technological change. Changes in both the num- 
bers and skill levels of employees are anticipated in 
many industries. Robotization is expected to have a 
strong impact on the structure of skills required in 
manufacturing. Increased use of microprocessors in 
the office will have a more dramatic impact on the 
structure of white-collar employment. 


e Strong markets for fish. The 200-mile limit, cou- 
pled with strong world demand for fish, will contin- 
ue to provide opportunities for employment in the 
fishing industry, if the productivity of the Canadian 
industry can be increased. 


e Rising relative price for energy. Increased prices 
for energy will lead to changes in production pro- 
cesses in energy-intensive industries and in the 
demand placed upon the housing and transportation 
industries. New employment opportunities will be 
generated by these changes. 


Major shifts in the demand for labour are not new to 
Canada. In the 1950s, for example, there was a very 
rapid increase in the output of the Canadian aerospace 
industry. Changes in this and other sectors, however, 
were accommodated by relying on immigration to allevi- 
ate the supply problems. As discussed in Chapter Ten, 
we cannot rely on immigration to solve our problems of 
shortages in the 1980s and thus must ensure the rede- 
ployment of the domestic labour force. Adjustment, 
therefore, will be a much more important consideration 
in the 1980s than it was in the 1950s and 1960s. 


The Built-in Adjustment Capability 


Although the need for labour force adjustment is expect- 
ed to be great, a review of Canadian experience to date 
indicates that Canadian workers have substantial ability 


to adjust. Contrary to popular mythology, Canadian 
workers, especially younger workers, are very mobile 
geographically. In Chapter Two we have described the 
very high rates of internal migration. Approximately 2 
per cent of the adult population move between provinces 
and up to 5 per cent move between centres within 
provinces each year. By world standards this represents 
a very high degree of mobility. 


Canadians also accommodate changes in employment 
opportunity by changing occupations and industries. A 
study of major layoffs and shutdowns by the Depart- 
ment of Industry, Trade and Commerce (1979) docu- 
mented these worker responses to major shutdowns or 
layoffs. As Table 11-1 indicates, over two-thirds of 
workers involved in six closure or layoff situations 
changed either occupation or industry or both. Most of 
these workers secured a higher wage in their new 
employment, as shown in Table 11-2. 


Table 11-1 
Experience of Displaced Workers in New Job 


Per cent of workers changing 


Displacement Occupation Industry 
Clothing-Layoff 62 73 
Primary textile-Layoff 90 90 
Electronics-Layoff 79 81 
Textiles-Closure 93 91 
Textiles-Layoff 94 95 
Electronics-Closure 79 78 


Source: G. Glenday, Key Factors in the Income Loss of Laid-off 


Workers, a report prepared for the Department of Industry, 
Trade and Commerce, 1979. 


Table 11-2 


Experience of Workers in New Job 


Per cent of workers 


receiving 
Increased Decreased 
Displacement wages wages 
Clothing-Layoff 55 28 
Primary textile-Layoff 53 34 
Electronics-Layoff 46 42 
Textiles-Closure 65 28 
Textiles-Layoff 66 23 
Electronics-Closure 55 26 


Source: G. Glenday, Key Factors in the Income Loss of Laid-off 
Workers, a report prepared for the Department of Industry, 
Trade and Commerce, 1979. 


Table 11-3 gives more detailed information for two 
samples of employees laid off in Sherbrooke, Quebec. In 


the first case the employees had been permanently 
employed prior to layoff. The second case included both 
permanently employed and intermittently employed 
workers. 


In general, total income loss due to layoff was very 
small for both permanently and intermittently employed 
workers. Most workers found jobs at higher wage rates 
and these extra wages quickly offset the losses during 
the period of unemployment. Only in the case of women 
who were permanently employed prior to layoff did the 
replacement jobs pay less. 


Similar results were found in analyses of major lay- 
offs from textile plants in Shawinigan, Quebec and 
Prescott, Ontario. In these cases, described in Table 
11-4, within three years the male workers had made up 
through higher wage rates for all losses due to layoff. 
Female workers, however, had greater difficulty gaining 
replacement employment and the wages paid in new 
employment tended to be about the same or slightly less 
than those paid prior to layoff. 


Although it is not possible to assess the total social 
cost of layoffs and closures or to generalize from these 
examples, some insights can be useful for subsequent, 
more extensive research. 


e The overall income losses viewed retrospectively 
were not as great as might have been anticipated. 
Even for permanent workers earning approximately 
$10,000 per year, maximum losses were in the 
order of a half-year of pay. 


e There was a very substantial difference between the 
losses of those previously holding permanent jobs 
and those having temporary or intermittent employ- 
ment. In the latter case the overall losses were 
minimal, primarily because most workers obtained 
new jobs at higher rates of pay. 


¢ The losses for women who had previously held 
permanent jobs were much greater than those for 
men. 


In spite of this demonstrated capacity of Canadian 
workers to adjust to economic change at relatively little 
cost in terms of lost income, adjustment is often slower 
and more difficult than it need be. One of the reasons 
for slow adjustment is that firms, workers and govern- 
ments often resist change. Although the benefits from 
adjustment and adaptation are large, they are widely 
diffused and most individuals gain only a small amount 
from any single adjustment. The private cost of adjust- 
ment in the case of major layoffs or closures is borne by 
a small number of firms and workers. Examples of these 
private costs can be briefly summarized. 
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¢ Decreased housing values. Major layoffs can bring 
about a decline in housing values, particularly in 
thin labour markets. The benefits from this decline 
may be transferred to subsequent occupants (and 
indirectly to new industry in the form of lower wage 
requirements). The difficulties faced by those 
enduring losses must be considered. It is not reason- 
able for those affected to have to accept the losses 
when the benefits from adjustment are spread over 


the rest of society. 


Table 11-3 


Loss of pension benefits. The general lack of pen- 
sion portability and restrictive vesting provisions 
results in major losses to workers enduring perma- 
nent layoffs. 

Restrictions in the transferability of trade certifi- 
cation. These restrictions can translate into mone- 
tary losses. 

Loss of social contacts. The psychic costs of reloca- 
tion stemming from a shutdown or layoff may mean 
these workers require a wage increase to consider 
themselves equally well-off. 


Income Losses: Permanent Layoffs in Sherbrooke, Quebec 


A. Sample no. 1 
Workers previously 
permanently employed 


B. Sample no. 2 
Workers previously 
permanently and 
intermittently 
employed 


Source: G. Glenday, G. P. Jenkins and J. C. Evans, “Worker Adjustment Policies: 


Type of 
worker 


Male, 40, married 
Male, 25, single 
Female, 25, single 
Female, 40, married 


Male, 40, married 
Male, 25, married 
Female, 25, single 
Female, 40, married 


Relative change (per cent) 


Maximum 

Time income loss 
employed Wages (constant 1978$) 

-22.2 sl a | 460 
-26.1 +4.1 1139 
-45.8 -9.4 4779 
-45.4 -6.8 4790 
-10.1 oD 396 
- 8.0 +24.5 26 
-28.1 +21.9 16 
—39.1 5 mae 940 


An Alternative to Protectionism,” North-South Institue-World 


Bank Monograph entitled, Canada in a Developing World Economy: Trade or Protection (forthcoming), pp. 36-37. 


Table 11-4 


Private Income Losses: Workers Laid Off in Shawinigan and Prescott 


Time to 
Relative income loss (per cent) Maximum reach 
within income loss maximum 
(constant loss 
Region Type of worker aire 3 yr. SVT. 1978$) (months) 
Shawinigan (a) Single male, 25 17, =2.1 -2.9 126 8 
(b) Married male, 40 2.9 -1.0 -1.7 261 11 
(c) Single female, 25 23.9 22.4 Zs 6,784 60 
(d) Married female, 40 16.6 14.0 12.8 4,625 60 
Prescott (a) Single male, 25 -12.0 -15.4 -16.0 10 ] 
(b) Married male, 40 -11.8 -15.0 -15.6 25 | 
(c) Single female, 25 17.5 14.8 14.1 4,553 60 
(d) Married female, 40 8.0 6.0 5.4 1,972 60 


Note: The relative income loss is defined as the cumulative present value of the absolute loss in full income divided by the cumulative present value of 
the full income that would have been earned if the employment conditions before job loss were maintained. Income losses are defined as positive, 


gains as negatives. 


Source: G. Glenday and G.P. Jenkins, “Industrial Dislocation and Private Cost of Adjustment,” December 1980. (unpublished). 
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Although adjustment costs can occur with both down- 
side and up-side adjustments, these examples have 
focused on the former. The costs for down-side adjust- 
ment appear to be concentrated to a much greater 
degree in a small number of workers. The up-side 
adjustment costs and benefits are spread much more 
thinly over a larger group of workers and firms. Expand- 
ing firms tend to be small, young, aggressive and with- 
out established connections. They draw workers from all 
across the economy. Thus they have great difficulty in 
bringing pressure on governments to adopt pro-adjust- 
ment policies that would benefit them. 


In summary, while the Canadian economy has a 
significant capacity to adjust to changes in the demand 
for labour, the costs of adjustment are borne to an 
undesirable extent by a limited number of workers 
affected. Hence, the Task Force concludes that selective 
government intervention is called for to reduce the 
private costs to workers and to facilitate a smoother 
movement of workers from declining to expanding sec- 
tors of the economy. Greater intervention will be 
required in thin labour markets in non-metropolitan 
areas than in the deep markets of major urban centres. 


Much research is required to design appropriate 
adjustment assistance approaches. This research, in our 
view, could best begin with an analysis of historic layoffs 
and document adjustment capability under a number of 
different situations. For this reason, the Task Force 
commissioned a small group of case studies of specific 
industries which will be published in a supplementary 
background paper to the Task Force Report. 


Down-side Adjustments 


Canadian down-side adjustments resulting from the pre- 
viously described forces have been both large and fre- 
quent. The Task Force found that in the five-year period 
1974-1978 inclusive, 70 major layoffs or shutdowns 
(each involving at least 400 employees) occurred. As 
expected, these layoffs or closures were concentrated in 
central Canada, as shown in Table 11-5. 


Although the problems associated with layoffs are 
always significant, they are much more difficult in thin 
labour markets. The fraction of layoffs occurring in 
these markets varied greatly between provinces. In 
Ontario, approximately 50 per cent of the layoffs 
occurred outside the highly industrial corridor from 
Oshawa to Niagara Falls. In Quebec, 75 per cent of the 
layoffs were outside metropolitan Montreal and Quebec 
City. The layoffs in Manitoba and Alberta were 
primarily in major metropolitan areas, whereas all those 
in the Atlantic provinces and British Columbia occurred 
in smaller centres. 


Table 11.5 
Geographic Distribution of Major Layoffs, 1974-78 


Number of major 


Province shutdowns or layoffs 


Newfoundland 
Nova Scotia 
New Brunswick 
Quebec 

Ontario 
Manitoba 
Alberta 

British Columbia 


Total 


Ww N 
UN—wOo— AN 


~ 
i=) 


Note: A major layoff or shutdown is defined as involving 400 or more 
employees per occurrence. 


Source: Task Force data. 


As indicated in Chapters Three and Seven, the layoffs 
were concentrated in cyclical and seasonal industries. In 
Ontario, 35 per cent occurred in the automotive sector, 
15 per cent in mining and 10 per cent in farm ma- 
chinery. In Quebec the layoffs were concentrated in 
resource-based activities: approximately 35 per cent 
were in forest products and mining. The layoffs in 
British Columbia and the Atlantic provinces were even 
more concentrated, with over 60 per cent in resource 
industries (forest products, mining and fishing). Layoffs 
in the primary sector may have a greater social impact 
than that suggested by the numbers of workers involved, 
simply because they take place in small communities. As 
stated earlier, the significance of hardship associated 
with a particular size of layoff is much greater in a 
small community than in a large one. For example, a 
layoff of 60 employees in Springhill, Nova Scotia could 
be expected to create considerably greater private and 
social costs than a layoff of 400 employees in Toronto. 


In an extreme case, the reduction of economic activity 
in a thin labour market can result in the destruction of 
the employment base of a community. Where a particu- 
lar industry represents a very high percentage of a 
region’s employment, closure of a firm can mean the 
destruction of the community because the loss of direct 
jobs translates into a very extensive loss of indirect jobs. 
The problem is further compounded because as employ- 
ment and local enterprises decline the fixed costs of 
operating the community fall on a greatly reduced 
population. 


Another particular concern with respect to down-side 
adjustment relates to concentration of the costs. As 
mentioned previously, major reductions in employment 
tend to be concentrated disproportionately in special 
needs groups — older workers, lower skilled workers, 
women, and so on. 
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International Examples 


Although the foregoing discussion highlights Canadi- 
an problems, very similar difficulties are being faced by 
most developed countries. Several examples from West- 
ern Europe indicate that other countries may have even 
greater problems (The Economist 15-21 Nov.; 29 
Nov.-5 Dec.; 6-12 Dec.; 20-26, Dec. 1980; 3-9 Jan. 
1981). 


e British Leyland was expected to lose £300 million 
in 1980 and to require an injection of £1 billion to 
enable it to make the capital expenditures needed to 
produce new models of cars and trucks. The British 
government estimated that approximately 250,000 
jobs were dependent on continuation of the firm. 
The estimate of the company was 600,000. 


Shipbuilding has suffered major losses in jobs. In 
1978 (compared to 1963) employment was down 63 
per cent in Denmark, 62 per cent in Sweden and 59 
per cent in France. 


Many European coal mines have become noncom- 
petitive by world standards. The Centre- Midi field 
near St. Etienne, France employed about 25,000 
workers in 1960. Today it employs 600. 


The clothing and textiles sectors are also experienc- 
ing difficulty. Employment in the French textile 
industry, for example, has decreased 10 per cent in 
the last five years. 


The problems of British Steel are well-known. It is 
going through the painful process of gradually 
reducing its work force. Productivity remains very 
low and the firm needs an infusion of about £800 
million in 1980-81. 


These European examples provide some lessons for 
Canada on how not to adapt to change. Many of the 
difficulties arose because governments required firms to 
retain employees rather than make the needed adjust- 
ments. This seems to support the view that the long-term 
costs of non-adjustment are far greater than the 
immediate costs of adapting to new conditions. 


Alternative Government 
Role 


An increased capability to adjust to down-side adjust- 
ments for labour would yield benefits that would be 
widely dispersed among Canadians. The costs, as 
indicated earlier, are particularly concentrated in sub- 
groups. Recognition of a collective responsibility to com- 
pensate the losers would therefore make good sense, to 
assure that adjustment will not be resisted and that 
Canadians in general will be better-off. 
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Having argued the appropriateness of assistance, we 
now consider three approaches: extending the life of the 
firm, compensating the workers, and facilitating the 
re-employment of workers. 


The first approach is to extend the life of the firm 
through temporary subsidies. There can be several 
advantages in delaying a shutdown by assisting the firm 
to continue operations. 


e The adjustment costs are delayed until a future 
time and, given the fact that resources have a time 
value, the economic costs are reduced. 


e The layoffs can be planned in an orderly manner. 
The Task Force believes that the Manpower Con- 
sultative Service could play a particularly effective 
role in facilitating change. 


e It may be possible for the firm to alter its facilities, 
to get into new product lines. 


Normally, when a shutdown is delayed the losses 
increase each year as the firm becomes less and less 
competitive. Theoretically, the delay should continue 
until the cost increases exceed the benefits. This 
approach is not practical, however. Once a decision is 
made to phase out an operation, the changes should be 
made quickly — probably not extending beyond one or 
two years. 


In summary, labour adjustment can be facilitated by 
extending the life of the firm. However, practical factors 
limit the usefulness of this approach to the short run 
only. 

A second approach is to compensate the workers at 
the time of shutdown. As a result of a layoff, workers 
suffer the loss of their net-of-tax wages and frequently 
their pension benefits. If a change of location is also 
necessary, they may suffer an incremental loss if the 
value of their housing is diminished at the time of sale. 
These losses are offset in part by unemployment insur- 
ance payments. 

The extent of the necessary compensation to make 
workers equally well-off after layoffs will vary greatly, 
depending on the employee’s age, skill, sex, location and 
so on. While the perceived losses may be very high at 
the time of the layoff, an analysis of past experience 
suggests that actual losses are much less than those 
anticipated. It has already been illustrated that, in many 
cases, adjustment appears to take place relatively quick- 
ly with little or no income loss. 


It must be emphasized, however, that the losses shown 
in Tables 11-2 and 11-3 and 11-4 represent lower 
bounds on the compensation required by the workers to 
consider themselves equally well-off. Because uncertain- 
ty at the point of layoff is great, the losses perceived at 
that point are generally higher than they eventually turn 


out to be. Any compensation program must recognize 
these perceived costs if the adjustment packages are to 
be acceptable to the workers. The design of the pro- 
grams might include some form of payback after new 
employment is found, by workers whose actual costs 
turn out to be substantially lower than the perceived 
costs. 


Considerable further research is required to document 
variations in costs due to layoffs by region, industry, sex, 
occupation and so forth. Then it would be necessary to 
consider other important costs not reflected in the 
wages — pension rights, housing, and so on. In addition, 
costs would have to be imputed for the perceived uncer- 
tainties that accompany the loss of jobs. 


After documenting the most likely actual and per- 
ceived costs, various approaches to compensate the 
workers would have to be evaluated. The Task Force 
favours compensating workers for losses. For older 
workers, this may involve the provision of early retire- 
ment benefits, as is currently done under the program 
administered by Labour Canada. For other workers it 
may involve mobility assistance as well as some compen- 
sation for losses on housing. To provide incentives for 
workers to return to work as quickly as possible, adjust- 
ment compensation in the form of a lump sum upon 
cessation of work is preferable to payments contingent 
on the duration of subsequent unemployment. 


Our study has not included the details of the form 
adjustment compensation should take. Nevertheless, in 
concluding this section we would like to emphasize the 
fundamental principle that adjustment compensation 
should be paid in the case of major shutdowns or layoffs. 
All Canadians share in the benefits of adjustment and 
should collectively bear part of the costs. Stated simply, 
adjustment assistance should be provided in the form of 
subsidies from the government to the affected workers. 


In addition to compensating workers for the costs of 
adjustment, it is critical to provide assistance to help 
workers adapt to new conditions. Some of these meas- 
ures, which focus on helping workers to find new jobs 
and reducing the time spent in unemployment, were 
discussed in previous chapters. They cover a broad 
spectrum: job search, counselling, retraining and income 
maintenance programs. 


The effectiveness of the re-employment programs 
should be judged according to both their short-run and 
long-run effects, as indicated in Figure 11-1. Although 
we are concerned about the time spent in the immediate 
future on non-productive activities, we are also con- 
cerned about the long-run gains resulting from higher 
income levels, continuity of employment, and increased 
productivity. 


Figure 11-1 
Economic value of labour 
with alternative 
programs 
Long-run gain 
Incremental 
economic 
value of 
labour in 
alternative 
activities Economic value of labour 


in alternative activities 
without program 


Transitional 
cel Layoff Time from ———> 
date layoff 


date 


The valuation of the re-employment curves indicated 
in Figure 11-1 involves a comparison of the differentials 
between the appropriate upper curves and the value of 
labour in alternative activities without a program. 
Depending on the type of re-employment program, the 
emphasis of the benefits may be on either transitional or 
long-term gains, or a combination of the two. 


Job counselling and search assistance provide primari- 
ly transitional gains, by increasing the speed of re- 
employment and improving the match of workers and 
jobs. Mobility grants are frequently used to increase the 
speed of re-employment. These grants should not only 
cover the moving costs but include some additional 
compensation, where warranted, to offset some of the 
unmeasured costs of a forced move. 


Portable wage subsidies and training are examples of 
re-employment assistance that can provide both short- 
run and long-run gains. An evaluation of training has 
already been discussed extensively in Chapter Nine. 
Portable wage subsidies can produce extensive long-run 
benefits. However, two concerns are important. 


e Subsidized workers may be simply substituted for 
workers already available. Hence, this approach 
should not be used in circumstances where the 
substitutability of labour is high. 


e Subsidized workers may end up in other declining 
industries. 


The evidence on income loss due to plant closure 
suggests that greater assistance may be required for 
women than for men and for older than for younger 
workers. Much more research and thought are required, 
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however, before we can be sure that a portable wage 
subsidy program will continue to serve the adjustment 
objectives. This further analysis should be undertaken as 
soon as possible by CEIC. 


Up-side Adjustments 


It is understandable that much discussion and analysis 
of labour adjustment focuses on the costs to workers and 
communities in cases where relatively large numbers of 
people are thrown out of work. Problems can also arise, 
however, in cases of sudden and very large increases in 
demand for labour. As in many cases of down-side 
adjustment, increased demand for workers is frequently 
accommodated smoothly in large labour markets where 
the size of the expansion may be large in absolute terms 
but is not large relative to the size of the local labour 
market. 


There have, however, been many cases in Canadian 
economic history in which sudden increases in the 
demand for workers have been very large relative to a 
local economy and even to the national economy (for 
example, construction of the St. Lawrence Seaway and 
the James Bay Hydroelectric Development). Over the 
course of the current decade, the western Canadian 
economy is likely to be confronted by several such 
situations. A number of energy-related construction 
projects are being planned, many in remote areas such 
as the gas pipeline and a number of tar sands plants. 
Moreover, it seems likely that the construction of these 
projects will be accompanied by strong growth in the 
general demand for labour throughout the region. 


We argued in Chapter Four that some increased 
permanent migration to the western provinces is likely to 
be required. In the case of temporary construction jobs, 
permanent mobility is likely to be inefficient for a 
number of reasons. 


e Very large relative wage increases would be 
required to encourage such permanent mobility. 


e Excessive construction of social infrastructure 
might be required to accommodate a temporary 
increase in the labour force. 


The problem, therefore, focuses on maximum use of 
the geographically dispersed local labour force, particu- 
larly Native people, and the resort to temporary migra- 
tion of workers from further afield. With respect to the 
use of Native people on such projects, there are 
encouraging signs that employers are being more 
innovative in tapping this source of labour. 


e The contractor (Bechtel) of the Cominco Mine on 
Little Cornwallis Island has entered into an agree- 
ment with the Inuit Development Corporation for 
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providing labour to the mine site. Arrangements are 
made to fly Inuit workers back and forth from their 
communities, thereby preserving their way of life. 


e At the AMOK development in Saskatchewan, 
workers are flown in for two weeks and are flown 
back to their towns for two weeks of leave. 


e Mr. Robert Blair, president of Nova, stated in his 
address to a Native Outreach conference in the 
spring of 1980 that the energy industry in Alberta 
is struggling with a very expensive overall turnover 
rate that sometimes reaches 30 per cent per year. In 
contrast, Nova’s overall turnover rate in 1979 was 
14 per cent with a 9 per cent rate for Native 
employees (78 out of 1,705 employees). Other com- 
panies in the sector have had a similar experience, 
although not always consistent from year to year. 
The message is clear: a well-developed corporate 
commitment to Native training and employment 
can yield labour stability that pays dividends. 


Issues related to the temporary mobility of the con- 
struction labour force were recently examined by the 
Construction Mobility Task Force, sponsored by the 
CEIC. This joint labour-management group noted a 
number of social, institutional and legal barriers to 
mobility, including interprovincial differences in licenc- 
ing and certification requirements and the lack of porta- 
bility of many union health and pension benefits. It also 
suggested that the increased prevalence of multi-earner 
families and the increased availability of unemployment 
insurance benefits in recent years has reduced the desire 
and need of workers to move to obtain employment. 


The Construction Mobility Task Force noted that the 
megaprojects were unlikely to have problems in recruit- 
ing workers: 

These mega projects are successful because man- 
power planning is an integral part of overall plan- 
ning. They put into place the kinds of incentives 
necessary to attract temporary workers. Room and 
board, transportation to the site, recreational facili- 
ties, a return trip home every 60-90 days, and 
overtime, are the incentives that attract workers to 
these jobs. For these projects the cost of delays 
resulting from a shortage of workers exceed by far 
the additional cost of providing the incentives 
necessary to attract the skilled people they need. 


The task force suggested, however, that megaprojects 
tend to disrupt the normal pattern of construction in 
adjacent urban centres. In these cases, temporarily 
mobile workers must frequently bear the costs of main- 
taining a second residence while away from home, and 
where room and board allowances are received they are 
treated as income and subject to tax. They recommend- 
ed, therefore, that the federal government seriously con- 


sider removing the disincentives caused by current 
income tax regulations. They also recommended more 
extensive use of the Canada Manpower Mobility Pro- 
gram to facilitate such mobility and joint efforts by 
governments, industry and unions to remove or reduce 
other impediments to construction labour mobility. 


We think these recommendations merit serious con- 
sideration. There seems to be scope for considerable 
improvement in the degree of temporary mobility of 
workers, and the Canada Manpower Mobility Program 
might be used more extensively than it has been to allow 
workers in relatively weak labour markets to take 
advantage of temporary employment opportunities in 
the West. But notwithstanding the potential for 
increased temporary mobility, the inherent limits to the 
productive capacity of the economy must be recognized. 
Greater government influence might be used, where 
leverage exists through the regulatory process, to 
schedule major construction projects so as to reduce 
strains on labour markets. 


Conclusions 


Throughout this Report, we have argued that there is 
significant potential for Canada to increase output, pro- 
ductivity and employment through selective labour 
market policies to improve labour market adjustment. 
We have argued for a reorganization and reorientation 
of the employment service to hasten improvement of the 
employability and productivity of the hard-to-employ. 
We have also argued that the functioning of the econo- 
my could be improved by selective redirection of 
demand to markets of labour surplus and by a reorienta- 
tion of federal training efforts to supply the skills that 
will be required in the 1980s. Such policies could facili- 
tate adjustment in such a way as to achieve significant 
increases in output and employment while reducing 
inflationary pressures. In a very real sense, all labour 
market policies, not just those discussed in this chapter, 
are designed to facilitate adjustment and adaptation. 


The Task Force has not conducted a detailed analysis 
of legal, constitutional and institutional impediments to 
geographical mobility. As the Construction Mobility 
Task Force noted, significant impediments exist. Gov- 
ernments and the private sector can contribute to a 
smoother adjustment process by continuing to reduce or 
eliminate such impediments. 

The policies discussed in this chapter are intended to 
further the process of adaptation, thereby reducing 
resistance to change. The overall result would benefit all 
Canadians. We wish to emphasize that fundamental to 
the process of accommodating change is an appropriate 
intelligence network with respect to anticipated future 
demands by sector and by region. Probably most impor- 


tant is the development of medium to long term sector 
scenarios, discussed in Chapter Five. 


A very important function of the National Manpower 
Committees described in Chapter Five would be the 
development of information necessary to facilitate 
adjustment. The development of sector scenarios would 
be one of the key responsibilities of these groups. The 
importance of this information will vary considerably 
across different sectors. It will be greatest for those 
sectors having appreciable demands for high skilled 
labour and susceptible to great external (e.g., interna- 
tional competitiveness) and internal (e.g., technology) 
sources of change. 


The Task Force wishes to emphasize that the accom- 
modation of adjustment is a collective responsibility. 
Unfortunately, the costs of adjustment have historically 
been borne by a subgroup of Canadians — older work- 
ers, women, the low skilled, and so on — while the 
benefits have been widely spread. Compensation pro- 
grams must, therefore, be designed to ensure that those 
adversely affected do not bear undue burdens and to 
ensure that beneficial changes can be accommodated. 


Down-side adjustments must be facilitated by a com- 
bination of programs providing assistance both to 
individuals and firms. Assistance to firms should be 
short term. We suggest that most adjustment assistance 
should flow through individuals. In this way Canada can 
avoid to a significant degree the problems that have 
plagued many European countries — namely, per- 
petuating senescent industries and firms. Compensation 
programs should be complemented by appropriate re- 
employment programs — training, mobility assistance, 
and so on. The exact design of compensation and re- 
employment programs will depend on the characteristics 
of the work force affected — age, sex, location, skill, 
and so forth. Further research would be required to 
design the exact details for implementation. 


The Task Force believes that the potential exists for 
creative programs to enable Canada to respond to 
up-side demand shifts. Where demand increases are 
substantive and enduring, the emphasis should be on 
improved infrastructure. Where demand increases are 
smaller and transitory, programs of temporary spells at 
the work site with periodic leave to home communities 
make more sense. Again, the detailed design of an 
implementation phase will require considerable incre- 
mental research. 


This chapter has benefitted from the paper by G. Glenday, G. P. 
Jenkins and J. C. Evans entitled “Worker Adjustment Policies: An 
Alternative to Protectionism,’’ Canada in a Developing World Econo- 
my: Trade or Protection, North-South Institute-World Bank Mono- 
graph (forthcoming). The Task Force has relied on the results of 
microeconomic research of labour market adjustment conducted by 
the Department of Industry, Trade and Commerce. 
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Chapter Twelve 


Summary and Conclusions 


This Report is a first step toward the establishment of 
an integrated analytical framework for labour market 
development in the 1980s and the framing of broad 
policy directions implied by that framework. The intent 
of the Task Force has been to set out a strategic 
overview, not to provide a detailed evaluation of 
individual programs or to recommend specific program 
changes. In Part I we examined the goals of labour 
market policy and the economic conditions likely to be 
faced in the 1980s, and in Part II we proceeded to 
discuss the broad directions of labour market policies 
which would be required to achieve these goals in the 
1980s. 


The main goals for labour market policies are identi- 
cal to those of social and economic policies generally: 


¢ a high and rising level of employment; 
¢ a reasonable degree of wage and price stability; 


e a high rate of growth of output and productivity; 
and 


e a fair and equitable distribution of economic oppor- 
tunity and income. 


These goals were established by successive Canadian 
governments in the post-war period and are assumed to 
continue for the 1980s. However, policies to achieve 
these goals are determined in large part by the economic 
context in which they operate and thus must change 
with changing conditions. For this reason, the Task 
Force first analyzed the evolution of current programs in 
the context of the problems of the 1960s and 1970s. We 
then assessed the changes in economic conditions likely 
to emerge in the 1980s. The most significant changes 
can be summarized as follows. 


e Labour force growth will slow to less than 2 per 
cent per year. Seventy per cent of the growth will 
be attributable to increased numbers of adult 
women, 40 per cent to increased numbers of adult 
men, and the youth labour force will decline, con- 
tributing minus 10 per cent to total growth. 


¢ Because of the aging of the labour force, more 
adaptation and adjustment will be required on the 
part of adult workers. 


e There will be very sharp increases in the number of 
Canadians of Native ancestry entering the labour 
force, particularly in the prairie provinces. 


e Demand for workers will be particularly strong in 
primary industries, non-residential construction, 
capital goods, communication and information, 
high technology and business services sectors. 


e Increased international competition in standard 
technology goods industries employing a high pro- 
portion of unskilled workers will mean declining 
employment opportunities for these workers in 
Canadian industries. 


e Relatively static demand for clerical and office 
workers and for workers in health, education and 
public administration will mean decreased oppor- 
tunities for employment of women in these “tradi- 
tionally female” occupations. 


e Strong overall demand for labour in the three west- 
ern provinces and relatively weak demand in the 
non-metropolitan labour markets of eastern Canada 
will create pressures for some further increases in 
interprovincial migration. 


e A significant restructuring of the industrial base of 
central Canada will necessitate major labour 
market adjustments. 


In sum, over the 1980s we expect relatively strong 
growth in overall demand. This should be adequate to 
absorb all of the increase in the domestic labour force 
over that period and perhaps result in reduced aggregate 
unemployment levels. However, in the absence of gov- 
ernment action, there will be very considerable geo- 
graphical, industrial and occupational imbalances. If 
these imbalances are allowed to persist, aggregate 
employment, output, and productivity growth will be 
reduced and inflationary pressure increased. Hence, 
there is a pressing requirement for an active, reoriented 
labour market policy for the 1980s. 
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Against the changing economic environment, the Task 
Force identified five major areas for change in labour 
market policies. 


e The quality of information available to workers and 
employers should be improved in order to facilitate 
the better operation of the labour market. 


e Policies which operate on the structure of demand 
for labour will have to be more carefully tailored to 
create economic development opportunities in 
labour markets which are in excess supply, while 
ensuring adequate numbers of workers for those 
markets in which demand is very strong. 


¢ Training policies should be carefully oriented to 
meet the emerging needs of the expanding sectors 
of the economy. 


e Increased efforts will be necessary to ensure that 
adult women, people of Native origin and the dis- 
abled are able to participate fully in the productive 
labour force. 


e Finally, in a decade of uncertainty, greater effort 
will have to be made to improve adjustment mech- 
anisms so that expanding industries have access to 
the skill and labour which they require, while work- 
ers in declining industries and areas do not bear 
undue costs. 


Facilitating the Improved Operation 
of Labour Markets 


A key role of labour market policy is to ensure that the 
labour market functions freely, with as little frictional 
unemployment as possible. One of the major ways for 
governments to achieve this is to ensure adequate infor- 
mation about current conditions and provide long-term 
intelligence about the future state of the labour market. 
During the 1980s more attention will have to be paid to 
this activity. 

To meet the urgent need for better labour market 
intelligence, CEIC should create an intelligence network 
to draw on the knowledge and capabilities of business, 
labour and provincial governments. As part of this 
effort, we suggest that a number of National Industrial 
Manpower Committees be formed, one for each major 
sector of the economy, and that these be built upon 
regional committees to the extent possible. These com- 
mittees, co-ordinated with broader business-government 
mechanisms, would develop medium- and long-term 
sector outlooks and use these in preparing forecasts of 
labour requirements, identifying potential bottlenecks, 
and suggesting strategies for alleviating them. On the 
basis of this work, they should set target levels for skill 
development by both industry and the training 
institutions. 
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A Labour Market Intelligence Service should be 
established within CEIC to perform the following func- 
tions: facilitate the operation of these committees; 
aggregate data from corporate and government sources; 
reconcile these data with other macroeconomic evidence 
and projections; and disseminate this information back 
to the private sector, provincial governments and other 
federal departments. The work of the National Industri- 
al Manpower Committees and the proposed Labour 
Market Intelligence Service would provide the medium- 
and long-term outlook necessary to facilitate corporate 
and government training programs to head off labour 
market imbalances. 


The Task Force was impressed with the increased 
emphasis on and quality of manpower planning activity 
at the corporate level. The Task Force suggests that the 
Labour Market Intelligence Service and National 
Industrial Manpower Committees can contribute to 
improved planning by the provision of high quality 
medium-term intelligence. 


Availability of better labour market information and 
intelligence will improve the operation of labour mar- 
kets. To be effective, however, this information must be 
widely disseminated. Schools and colleges must have 
access to the information for guidance purposes; firms 
must have access to it for strategic and manpower 
planning; and workers must have access to it in order to 
make better choices in the labour market. 


Traditionally, one of the main functions of the 
employment service has been to provide workers with 
information about currently available jobs and to pro- 
vide suitable candidates to employers seeking workers. 
The last 20 years have seen a sharp decline in the 
emphasis placed on this activity. Consequently, at 
present a very small proportion of workers actually find 
out about jobs through the employment service and a 
small fraction of total hiring is made through the ser- 
vice. This decline appears to have come about largely 
because of deterioration in the quality of service pro- 
vided to employers. The declining proportion of job 
orders placed with the service means not only a slower 
matching of jobs and workers in the labour market as a 
whole, but also a decline in the ability of CEIC to 
deliver a wide range of other services to its clients. 


To improve the speed with which workers find jobs, 
the Task Force concludes that CEIC should place great- 
er emphasis on improved current information and refer- 
ral activities. We consider that it could do this largely 
within its current budget by using the automated job — 
order system, de-emphasizing registration of workers, 
and placing more emphasis on the provision of quality 
light screening services. Unless employers perceive the 


employment service of CEIC as useful and list jobs with 
it, the service can be of no use to workers seeking jobs. 


Finally, the employment service should provide inten- 
sive services to those persons experiencing the greatest 
employment difficulties. Among groups experiencing the 
greatest difficulty finding and maintaining employment, 
Native peoples, adult women re-entering the labour 
force, and the disabled are disproportionately represent- 
ed. Because these groups form a very high percentage of 
anticipated labour force growth, it is extremely impor- 
tant in terms of both economic efficiency and equity to 
ensure that they find productive employment. In many 
cases, special services are required to assist people in 
finding and maintaining employment. CEIC is currently 
experimenting with various ways to deliver these services 
and the Task Force encourages continued experimenta- 
tion and flexible means of delivery. These services are 
expensive to provide and more resources will be needed 
if greater effectiveness is to be achieved. 


In sum, the Task Force recommends that significantly 
increased attention be paid to information and employ- 
_ment services. The first priority is to improve the quality 
of labour market intelligence. The second priority is to 
improve the quality and effectiveness of what is now 
called the placement service. The third priority is 
improved pre- and post-employment counselling for cli- 
ents with special needs; this activity would complement 
changes in training for the disadvantaged, described 
below. While the first two priorities can be met with 
existing resources, additional resources will be required 
to meet the third priority. xi 


Influencing the Structure of 
Demand for Labour 


The federal government pursues a variety of policies 
primarily designed to influence the structure of demand 
for labour. Tariffs and quotas affect the industrial com- 
position of demand. Incentives to firms affect both the 
regional and industrial composition. Wage subsidies and 
direct employment programs are designed to affect the 
regional, demographic and skill composition of demand. 
The main objective of all these policies should be to 
relieve pressure on markets in excess demand and to 
increase demand for labour in markets characterized by 
excess supply. The purpose of shifting the structure of 
demand in this way is to ease inflationary pressures in 
overheated labour markets while reducing unemploy- 
ment and increasing productivity in slack markets. Such 
policies must be used with care, however, as they tend to 
slow down the normal market adjustment process. 
Despite this undesirable effect, the Task Force con- 
cludes that these policies have an extremely important 


role to play during the 1980s to facilitate the attainment 
of high employment, moderation of wage inflation and 
equitable distribution of economic opportunity. To 
achieve these goals efficiently, some reorientation of 
current policy will be necessary. 


Our analysis indicates that the net employment ben- 
efit from the use of demand-side instruments is general- 
ly small. We estimate that the average net benefit of 
“creating” a job with an indirect instrument is on the 
order of 10 to 15 per cent of the wage bill. However, the 
magnitude of the benefits achieved is highly contingent 
upon the characteristics of the particular labour market 
and on the type of instrument used. In some cases the 
benefit approaches the total wage bill, while in other 
cases large net costs ensue from attempts to create 
employment. 


We found that the greatest net benefits come from the 
creation of stable long-term employment in thin labour 
markets in non-metropolitan areas characterized by 
chronic excess supply of labour. On the other hand, very 
small benefits are likely to occur from the creation of 
jobs in deep labour markets in metropolitan areas, even 
when the unemployment rate in these markets is rela- 
tively high. The Task Force concludes that the creation 
of seasonal or highly cyclical jobs in thin labour 
markets — even when those markets exhibit chronic 
unemployment — is counterproductive, resulting in net 
costs to society. Policies which increase the demand for 
labour in markets already characterized by excess 
demand also result in net costs to society and these costs 
are likely to be greater in thin than in deep labour 
markets. 


We also conclude that the net employment benefits 
derived from indirect job creation measures — i.e., those 
designed to affect the employment decisions of firms — 
are highly dependent on the type of instruments utilized 
and the characteristics of the firms affected. We divided 
instruments into three major categories: restrictions 
(tariff and quotas); incentives (cash grants, concessional 
loans, tax concessions, and so forth); and ownership 
(public sector enterprises). Analysis of restrictions sug- 
gests that the recent reliance on bilateral quotas can be 
a most costly means of protecting a limited amount of 
employment. In analyzing alternative incentives, the 
Task Force suggests that there are many reasons for 
favouring the use of cash grants. They can be directed at 
a target group of workers; they can be of value to a high 
fraction of the universe of firms; and they are not as 
susceptible to leakage abroad as some other approaches, 
such as tax concessions. 


The Task Force also concludes that an important 
asymmetry exists between the creation of new jobs and 
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the maintenance of old ones, especially in the short run. 
For a given level of assistance, the short run benefits 
from maintaining old jobs often exceed those from the 
creation of new jobs. In particular, when economic 
conditions dictate the closure of a large plant or a major 
layoff in a thin labour market, a subsidy to facilitate a 
gradual reduction of operations and an orderly layoff 
over a period of one to three years may yield very high 
economic and social benefits. The public sector owner- 
ship approach to temporarily maintaining employment 
has frequently encountered problems. Managers of these 
firms face considerable problems in attempting to fulfill 
vaguely defined social and commercial goals at the same 
time. To avoid these difficulties, the Task Force recom- 
mends that the government establish explicit long-term 
goals for the enterprise at the time of takeover. 


In addition to the indirect measures analyzed above, 
direct measures to influence the location and type of 
employment will continue to be required in the 1980s. 
During periods of cyclical downturn, there are signifi- 
cant net benefits from direct short-term programs to 
improve the social capital base. Community needs can 
be met and total employment increased through direct 
job creation programs which fund local projects. More- 
over, employment created in this way can be carefully 
targeted and because projects are of a short-term nature 
they are easily terminated when demand picks up again. 
The Task Force concludes that direct job creation 
through the funding of short-term direct job creation 
based on community, regional or even national needs is 
a good method of delivering the degree of fiscal expan- 
sion desired by the macroeconomic policy authorities to 
relieve unemployment arising from cyclical causes. 


But short-term job creation programs are inappropri- 
ate instruments to reduce unemployment in markets 
characterized by chronic high unemployment. A com- 
prehensive national development system is needed to 
provide the framework, support and financing for com- 
munity-based development in underdeveloped regions 
and among disadvantaged groups. A global conceptual 
framework within which institutions, agencies and pro- 
grams can be situated and linked would permit govern- 
ment and communities to move from short-term and 
single-function programs to developmental program- 
ming with a wider and longer perspective. 


At the community level, the developmental approach 
would mean developing multi-project corporations with 
capacity to plan and manage long-term programs. The 
prime community objective would be to solve economic 
and employment problems by building local capacity. 


The support systems needed to encourage such de- 
velopment would deliver needed technical advisory ser- 
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vices (legal, managerial, administrative, etc.) linked into 
the overall development approach. Provision would be 
made to provide relevant existing expertise to compre- 
hensive undertakings across the country on a timely 
basis. Support for these services would initially come 
from the national organization, but a self-supporting 
network based upon cost recovery for services rendered 
would be a major objective. Finally, a development 
finance institution should be established to provide grant 
and loan funds to community development corporations, 
assessing funding requests according to both develop- 
mental and financial criteria. 


In addition, chronic unemployment in non-metropoli- 
tan labour markets can be relieved through the transfer 
of public and quasi-public sector jobs from metropolitan 
labour markets. This can be partially achieved by ensur- 
ing that federal activities, where feasible, are relocated 
to markets with a chronic excess supply of labour and 
that strong efforts are made to train local people to do 
these jobs through special training programs. In this 
way the skill base of the community can be increased, 
making it more attractive for private industry to move 
in. Provincial governments should adopt similar pro- 
grams. Subsidies should also be made available to met- 
ropolitan municipal governments to encourage some 
decentralization of their activities to surrounding thin 
labour markets with high unemployment. 


We note that both of these instruments can be used to 
develop employment for groups of people experiencing 
employment difficulties. The tools that are appropriate 
and useful in the creation of employment in markets in 
chronic excess supply are equally useful in assisting 
those with special needs. 


In summary, it is a new mix of instruments to alter 
the structure of demand which is required for the 1980s. 
While the Task Force has no magic answers to eliminate 
joblessness in markets which chronically suffer from 
excess supplies of labour, we have attempted to set out a 
general framework for the development of productive 


‘jobs. This strategy implies a decreased reliance on tariffs 


and quotas, general tax incentives, loan guarantee pro- 
grams and goverrment operation of declining firms. It 
implies a more careful selection of the types of firms and 
industries to be given incentives to locate in thin labour 
markets and favours the use of employment-related cash 
grants to provide that incentive. 


The strategy requires that short-term direct job crea- 
tion programs be confined to those markets experiencing 
sharp increases in unemployment and that comprehen- 
sive community-based developmental programs be used 
in markets experiencing chronically high rates of unem- 
ployment. However, community development programs 


require time to mature. During this development period, 
traditional job creation programs in areas of chronic 
high employment should be phased down. 


Finally, we note that it is not possible to eliminate 
differential rates of unemployment across geographic 
and industrial labour markets in Canada through job 
creation by direct or indirect demand measures. Low 
unemployment and high wages draw workers to markets 
experiencing excess demand for labour. Conversely, 
higher unemployment and lower wages in areas of 
excess labour supply provide the needed, though always 
unwelcome, incentive for workers to leave and seek jobs 
in markets experiencing excess demand, and for new 
employers to set up operations in slow growth areas. 


Meeting the Skill Needs of the 1980s 


In this report we have assumed that the skill needs of 
the 1980s will be met through training of Canadians and 
not through large-scale immigration. Nevertheless, 
selective immigration is the appropriate way to meet 
unanticipated and peak skill requirements for which it is 
not possible to train domestically. Because of the rapid 
pace of change in the 1980s, the Task Force expects 
that, over the decade, 200,000 to 250,000 skilled immi- 
grants may be needed to meet changing skill needs and 
to replace skilled Canadians leaving to take jobs abroad. 
Adjustments may be required in policy, procedures and 
resources related to both the domestic and overseas 
elements of the immigration system to permit prompt 
and accurate identification of foreign skill requirements 
and to recruit and process about 20,000 to 25,000 
immigrants to meet specific labour market needs. 


The main demand for skills at all levels will have to be 
satisfied through increased and redirected training 
efforts. Support of training is the main way that the 
federal government facilitates skill development and 
thereby directly improves labour productivity. Training 
is an investment which pays dividends only when it is 
carefully targeted to meet the requirements for skills. 
The changing profile of employment growth by industry 
implies changing occupational skill requirements. The 
training challenge of the 1980s will be to meet these 
changing needs. 


The Task Force has reached two general conclusions 
with respect to training. First, the training system at the 
present time is not fully capable of meeting the demands 
that will be placed upon it during the 1980s. Because the 
coming decade will be characterized by a shift of labour 
demand away from government and personal service- 
sector skills towards skills needed in the goods and 
business services sectors, the training system must gear 
up to produce more of the latter. However, as there are 


great uncertainties about precise requirements during 
the decade, the system must be flexible. Changes are 
required if the system is to meet projected skill require- 
ments and be capable of responding quickly to 
unforeseen demands. 


The second general conclusion is that the total size of 
the public contribution to the training system is ade- 
quate to meet the needs of the 1980s. Indeed, we 
conclude that a properly structured system can meet the 
demands placed on it with a smaller commitment of 
public resources. However, greater financial involvement 
of the private sector (both trainees and employers) is 
required to enhance the flexibility and adaptability of 
the system. 


Resources devoted to short-term, low-level skill de- 
velopment under the Canada Manpower Training Pro- 
gram should be gradually reduced and reallocated to the 
development of higher-level skills. In labour surplus 
regions, resources should be redirected from low-level 
skills training to employment development. In the five 
eastern provinces and in some parts of Ontario and 
Manitoba, lack of demand for unskilled and semi-skilled 
workers is the main problem — not shortages of lower 
skilled manpower. 


Lower skill industrial training is no more effective 
than low-level institutional training unless it is directed 
at the provision of skills for which there is a demand. 
Industrial training under the Canada Manpower Indus- 
trial Training Program should be concentrated on the 
development of skills in short supply, and a greater 
proportion of CEIC training funds should be directed at 
training for high skilled jobs and the development and 
support of improved industry-based training programs 
for these skills. 


For those experiencing difficulty getting onto the first 
rung of the employment ladder, good job experience is 
the first requirement. Relatively deep wage subsidies 
over a two-year period appear to be the best method of 
facilitating such experience, supplemented by low-level 
training pertinent to the job. Thus, resources devoted to 
Basic Training for Skill Development should be sharply 
reduced and redirected to wage subsidies and related 
training for disadvantaged workers. Upgrading of job- 
related academic skills would continue but be linked 
more closely to jobs rather than being conducted strictly 
in an institutional setting. 


Increased numbers of skilled industrial and construc- 
tion workers are required throughout the 1980s. 
Although the number of apprentices in many of the 
construction trades in the two western provinces has 
risen sharply in response to increases in demand, the 
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response of the industrial training system has been 
inadequate to date, particularly in central Canada. Our 
examination of the industrial apprenticeship system 
leads us to the conclusion it is inadequate for those 
trades employed largely in industries which are both 
fragmented and highly cyclical. In these industries, an 
adequate flow of new journeymen/women can only be 
achieved if training is divorced to a much greater extent 
from normal production activity. This can be achieved 
through increased use of off-the-job instruction, more 
directed instruction in the on-the-job component of 
training, and increased use of regular production facili- 
ties for training during cyclical downturns when it would 
otherwise be idle. These innovations should be 
encouraged by appropriate federal and provincial finan- 
cial incentives. 


Our analysis indicates the desirability of increased 
funding for high skill training in many certified trades in 
the manufacturing sector. We conclude that these funds 
should be made available from general revenues rather 
than from a special levy on employers. Increasing public 
support for higher skill training while reducing support 
for post-secondary and lower skill training, will provide 
a better balance of incentives for appropriate career 
selection. 


Finally, we note that pre-apprenticeship off-the-job 
training has not been developed nearly as well in 
Canada as it has in Europe, Australia and the United 
Kingdom and some states in the United States. More- 
over, subsequent apprenticeship programs are not 
geared to build on the off-the-job training base even 
where it is available. We conclude that more emphasis 
on pre-apprenticeship courses could efficiently reduce 
the amount of on-the-job training required in many 
trades and could improve access to the trades for a 
greater number of young men and especially young 
women. Courses of this nature should be developed at 
both the college and senior high school level over the 
next decade and apprenticeship programs should be 
modified to recognize the value of this training. 


At the college level, greater emphasis should be 
placed on courses to meet the demand for technological 
skills. Industry should be encouraged to play a much 
greater role in the design and financing of these courses, 
facilitated by some form of federal matching of industry 
grants to colleges and by direct financing of students. In 
some instances this would replace current seat purchase 
arrangements under CMTP. For these higher skill 
courses, the best qualified students should be selected, 
although special measures will be necessary to ensure 
that women, Native people, and the disabled receive a 
reasonable proportion of the training. 


206 


At the university level, increased capacity to train 
highly qualified labour in engineering, scientific disci- 
plines and business should be encouraged. A possible 
method is thrust funding to facilitate the purchase of 
equipment and the hiring of staff in expanding 
disciplines. 


In addition to this general reallocation of funds from 
both the university level and low-level training towards 
training for the high skill trades and college training for 
technicians, technologists and para-professionals, reallo- 
cation of funding within each level is required to meet 
changing labour market conditions and to encourage 


/more flexibility. At the post-secondary level, making the 
‘institutions much more reliant on student fees, industry 


grants and research grants would increase flexibility by 
providing better incentives for the institutions to offer 
courses which meet labour market requirements. Stu- 
dent finance should, at least in part, also be geared to 
providing incentives and removing disincentives to enter 
high demand disciplines. An enlarged and revamped 
student aid program and encouragement of various 
forms of cooperative education and work/study pro- 
grams would achieve this. Increased public funding for 
higher skills training would increase the incentives to 
institutions and employers to provide this training and to 
students to undertake apprenticeship programs. 


In sum, the federal government is currently making a 
large financial contribution to the Canadian training 
system but its efforts are not well focused or directed. 
The Task Force has considered the training system as a 
whole and concludes that the structure of federal incen- 
tives to the system must be changed to encourage more 
flexibility and adaptability. Federal spending should be 
reallocated from low-level training to wage subsidy / 
training programs for the disadvantaged and from uni- 
versity training to high skill training. By targeting ex- 
penditures better, a net reduction of real federal expen- 
diture on training can be achieved while the 
effectiveness of the training system as a whole and the 
access of disadvantaged groups to the system are 
improved. 


Our report does not deal specifically with the issue of 
flexibility in the use of programs across different prov- 
inces and economic regions within those provinces. It is 
obvious that labour market conditions differ appreciably 
in different parts of the country. In the past, however, 
labour market programs and policies have, with few 
exceptions, been applied in broadly similar fashion 
across all provinces irrespective of their differing labour 
market conditions and needs. In general, it is clear that 
the appropriate mix of labour market policies will be 
different in different parts of the country. We have 
discussed the appropriate geographical distribution of 


different policies and programs in general terms but 
have not attempted to devise specific mechanisms to 
ensure appropriate regional flexibility. A central mes- 
sage of our Report is, however, that particular instru- 
ments must be used for the purposes for which they were 
designed. This means that in markets where labour is in 
excess supply, much more emphasis should be placed on 
demand instruments. In markets with excess labour 
demand, supply instruments should receive greater 
emphasis. 


Productive Employment for Workers 
with Special Needs 


Certain groups contain a disproportionate number of 
workers who need special assistance to find productive 
employment or to advance up the job hierarchy, because 
of systemic discrimination and economic and social pat- 
terns which continue to limit their employment oppor- 
tunities. To ensure truly equal access to jobs, all of these 
groups — the disabled, youth, older workers, women, 
Native peoples, etc. — require some additional degree of 
support to allow them to participate as fully as others in 
the labour market. Because a very large fraction of total 
labour force growth in the 1980s will be accounted for 
by adult women and (especially in the Prairie provinces) 
by Native peoples, it is critical from the perspective of 
economic efficiency that special measures be taken to 
ensure that the full productive potential of these groups 
is realized. 


At the entry or re-entry level, opportunities can be 
improved through better pre- and post-employment 
counselling, support services, and wage subsidies to 
encourage employers to give these people some prefer- 
ence in hiring and employment-related training. At this 
level, the main problem is securing a regular job. In 
many ways the best training for a job is a job. Training 
may complement a job but is not a substitute for it. 


To ensure the adoption of progressive employment 
practices which will increase the access of target group 
members to entry-level jobs and ensure that “bridges” 
are available to higher level jobs in the career hierarchy, 
a greatly strengthened and well-articulated program 
based on the concept of “affirmative action” should be 
developed. This program to encourage progress in 
employment practices should be gradually implemented, 
in both the public and private sectors, by a new agency 
with the required business-oriented expertise. Given the 
urgency and magnitude of the basic objective, this pro- 
gram should, to the extent considered feasible, be sup- 
ported by appropriate legislative and other compliance 
mechanisms. 


Adjustment and Adaptation 


Throughout this Report, we have argued that there is 
significant potential for Canada to increase output, pro- 
ductivity and employment through selective labour 
market policies to improve labour market adjustment. 
We have argued for a reorganization and reorientation 
of the employment service to hasten improvement of the 
employability and productivity of the hard-to-employ. 
We have also argued that the functioning of the econo- 
my could be improved by selective redirection of 
demand to markets of labour surplus and by a reorienta- 
tion of federal training efforts to supply the skills that 
will be required in the 1980s. In a very real sense, all 
these policies are designed to facilitate adjustment and 
adaptation. 


We must emphasize that the accommodation of 
adjustment is a collective responsibility. Unfortunately, 
the costs of adjustment have historically been borne by a 
small group of Canadians while the benefits have been 
widely spread. Compensation programs must, therefore, 
be designed to ensure that those affected adversely do 
not bear undue burdens. 


To ensure that beneficial changes can be accom- 
modated, down-side adjustments must be facilitated by 
a combination of programs providing assistance both to 
individuals and firms. Assistance payments to firms 
should be made for a very limited time, just long enough 
to allow them to adjust in an orderly fashion. We 
suggest, however, that the majority of adjustment assist- 
ance should flow to individuals. The Task Force favours 
grants both to compensate workers for losses and to 
facilitate their retraining and relocation. In this way 
Canada can avoid to a significant degree the problems 
that have plagued many European countries — namely, 
perpetuating senescent, unproductive industries and 
firms. Compensation programs should be complemented 
by appropriate re-employment programs — training, 
mobility assistance, and so on. The exact form of com- 
pensation and re-employment programs will depend on 
the characteristics of the work force affected. 


The Task Force believes that the potential exists for 
creative programs to enable Canada to respond to 
up-side demand shifts. Much more emphasis on pro- 
gramming to facilitate increased employment will be 
required in the 1980s. Where demand increases are 
substantive and enduring, the emphasis should be on 
improved social infrastructure. Where demand increases 
are expected to be transitory, programs of temporary 
spells at the work site with periodic leave to home 
communities make more sense. Again, the detailed 
design of an implementation phase will require consider- 
able further work. 
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In this Report we have analyzed the labour market 
problems likely to be encountered in the 1980s and, on 
the basis of this analysis, set out some broad directions 
for changes in labour market policies. To meet the 
challenges of this uncertain decade, much change is 
required. The achievement of higher levels of employ- 
ment, lower levels of inflation, higher labour productivi- 
ty and a more equitable distribution of economic oppor- 
tunity will not be easy. It requires the deep and abiding 
commitment of governments, employers and workers to 
these goals. Government will have to adopt sound struc- 
tural policies which facilitate change and adaptation. 
Colleges and universities will have to be more flexible 
and imaginative in providing the training required in the 
1980s. Employers will have to increase their investment 
in training and make better use of the rapidly expanding 
adult female and Native labour force. Workers and 
unions will have to be more flexible in adapting to 
change. 
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This Report represents only a first step in a process of 
analysis, consultation, program design, legislation, and 
implementation, the result of which will be a set of 
labour market policies designed to meet the needs of the 
1980s. Our task has been to provide an analytical frame- 
work and an assessment of general policy requirements 
based on an analysis of likely labour market conditions 
in the 1980s. We have not attempted to assess all 
existing programs in detail against the objectives for 
which they were designed. Our directional conclusions 
are meant to provide a basis for discussion and consulta- 
tion rather than a precise recipe for change. The process 
of consultation itself may suggest further options for 
change. Following consultation, a period of intensive 
work will be required to design effective programs for 
the 1980s, and where significant change is required, a 
phased approach to implementation will undoubtedly 
prove to be essential. 
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Appendix A 


Evaluation of Economic Impacts of Labour Market Intervention 


The federal government intervenes in labour markets 
primarily for reasons based on economic efficiency, i.e., 
to maximize overall gains, and equity considerations, 
i.e., to improve distribution of benefits and costs. 


All government interventions have both efficiency and 
equity implications. Hence programs (such as those that 
we have discussed in this chapter) that are being used 
primarily to influence the level of output (and indirectly 
the welfare) of workers have some effect on the distribu- 
tion of incomes. Conversely, programs that focus on 
reducing the hardship of some groups (e.g., the target 
groups we have discussed in Chapter Six) have an 
impact on the aggregate level of welfare. Whether the 
labour market interventions are being conducted to 
improve aggregate welfare or to improve the distribution 
of income, the quantification of the economic efficiency 
impacts is most important. 


In order to determine the efficiency implications of 
various supply- and demand-side interventions, appro- 
priate tools are necessary to measure the overall net 
gains or losses to the economy. One possibility would be 
to utilize macroeconomic approaches (probably econo- 
metric models). Unfortunately, attacking the problem 
from the overall aggregate perspective is just not possi- 
ble today for several reasons: 


e Macroeconomic models are not developed to the 
point where they can provide adequate disaggrega- 
tion by skill categories and by regions. 


e The data requirements and the computational dif- 
ficulties to conduct the foregoing calculations are 
astronomical and well beyond present capabilities. 


e Even where adequate disaggregation exists, the 
data utilized are normally historical. It is necessary 
to reflect future trends in technology, marginal as 
opposed to average impacts, and so forth. 


Consequently, in measuring the net benefits of labour 
market intervention we must rely primarily on applying 
the principles of microeconomics. That is, benefits and 


costs of individual intervention activities should be 
examined. However, given the current state of knowl- 
edge, the aggregation of the impacts of the separate 
interventions is not possible. Thus, while the microeco- 
nomic approach does not provide the panacea we would 
like, nevertheless it does provide very useful guidance in 
individual cases and the Task Force considers it the 
most appropriate approach for establishing policy and 
operating guidelines. 


Context of an Economic 
Efficiency Analysis 


Any governmental involvement in labour markets — 
through stimulating demand, altering supply, improving 
adjustment processes and so forth — represents only a 
marginal adjustment to the Canadian economy. Hence, 
the foregoing interventions focus on improving the pro- 
ductive employment of a small subset of the Canadian 
population. The overall standard of living of Canadians 
is governed primarily by an array of considerations well 
beyond the scope of the Task Force investigation — the 
endowment of resources, the international competitive 
position, macroeconomic policies, and so forth. 


Whether the government is intervening to stimulate 
labour demand in weak demand areas (e.g., through 
providing some form of financial assistance to firms), to 
improve labour supply (e.g., through providing training 
grants), or to improve the responsiveness of the labour 
market (e.g., through mobility grants) two fundamental 
concerns arise. 


e Have Canadians in aggregate been made better 
off? That is, do the total benefits accruing to all 
Canadians exceed the costs? 


e Has the federal government unnecessarily trans- 
ferred funds to improve the functioning of the 
labour market? 


The answer to the first question involves many issues 
beyond the scope of the Task Force. In addition to the 
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differential benefits and costs accruing to labour, some 
of the other factors that are important include: 


e the change in taxation revenues to the Canadian 
governments; 


e the change in foreign exchange earnings; and 


e the differences in returns to capital. 


Given our focus, however, we concentrate on the 
changes in the returns to labour. Whether the labour 
market is influenced directly or indirectly, it is impor- 
tant not to subsidize unnecessarily those activities that 
would have occurred without government intervention or 
to provide excessive compensation and windfall gains. 
This is a matter of considerable public concern. 


Earlier we mentioned that our approach would be to 
quantify the benefits and costs where possible and to 
articulate separately the distributional or equity con- 
cerns. From the perspective of the implications for 
labour, we are interested in calculating the net gains as 
a result of the government intervention. These are 
obtained by determining the value of labour in the new 
activity and deducting the value of its alternative utiliza- 
tion. Hence, in the next three subsections we will discuss 
the following valuations. 


e The valuation of the output of labour after govern- 
ment expenditures (e.g., training, job creation, and 
so on). This information represents the gross ben- 
efits as a result of influencing labour demand or 
supply. 

e The valuation of forgone activities from the point of 
view of the individuals affected. Because the deci- 
sion-making of individual participants in the labour 
market is being influenced it is most important to 
understand the perceptions by these individuals of 
what they are giving up. We will refer to the 
foregoing as the private opportunity cost of labour. 


e The valuation of forgone activities from the point of 
view of Canadian society. This perspective, which 
we will refer to as the “social opportunity cost” of 
labour, will examine the valuation of the forgone 
activities from a perspective broader than that 
included in the private opportunity cost. The social 
social opportunities cost, when deducted from a 
valuation of the output of labour, yields an appro- 
priate indication of the differential impact of the 
labour market intervention on Canadians. 


Valuation of the Product of Labour 


The determination of the value of the output for labour 
is complicated by the fact that in the vast majority of 
Cases it is impossible to obtain direct measures. The 
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foregoing difficulty arises because in general the 
demand for labour is a derived demand. Only in a 
minority of circumstances today is labour hired for its 
direct services. 


Consider the case where a homeowner decides to 
paint his house. He purchases the paint and then hires a 
painter at a mutually acceptable fee to apply it. Since 
the fee (or wage) represents the value of the painter’s 
services to the homeowner, it provides a very direct 
measurement of the value of his output. For the subset 
of employment circumstances that are similar in nature 
to the foregoing the valuation of output is a wage that 
can be readily measured. 


In contrast to the foregoing example consider the 
decision of the paint manufacturer to hire an incremen- 
tal worker. As a result of this hiring decision the firm 
most likely would expect its production of paint to 
increase, with the value of this additional product being 
determined by the price various customers (including 
our homeowner) are willing to pay. The expansion of 
paint production, however, involves many consider- 
ations. The firm must obtain an adequate return on its 
incremental investment in plant and equipment; it must 
cover the increased selling and administrative expenses; 
it must pay the incremental utilities required; and it 
must cover the additional materials needed for produc- 
tion. Thus the determination of the value of output from 
the incremental labour involves many interrelated issues. 


However, we suggest that the most appropriate meas- 
ure for the incremental value of labour that is indirectly 
involved in increasing output is again the wage. If the 
firm were paying the worker more than his incremental 
output was worth this would not be a rational decision. 
If it were paying the worker less and hence making 
abnormal profits on his contribution to output then it 
would be logical for the firm to increase production to 
the point where the value of the extra output was just 
sufficient to pay the worker’s incremental wage. 


To obtain the valuation of the worker’s incremental 
output from society’s point of view, however, requires 
the consideration of some factors that were not incorpo- 
rated in the decision of the firm to hire the worker. The 
firm’s decision regarding the value of its output was 
based on the price it received for its product when it sold 
the paint to a wholesaler or retailer. The value of the 
paint to the customer, however, is the price that he is 
willing to pay for it. 


To illustrate the difference in valuing the paint (and 
indirectly the labour involved in producing it) from 
society’s as opposed to the firm’s viewpoint, let us 
assume that the government levies a sales tax of 10 per 
cent on the product. Thus the purchaser of the product 


by his decision to buy is saying that the product is worth 
10 per cent more than the firm received for it. In 
addition, all of the inputs including that of labour are 
worth more than the firm estimated. Hence, in this 
example the wage underestimates the value of the prod- 
uct of labour and should be adjusted upwards to reflect 
the true social value. 


To illustrate another common necessary adjustment to 
the wage bill, let us assume that our firm exports all of 
its paint production. In contrast to the previous sales tax 
example, there is no direct measure of what Canadians 
are willing to pay for the product and thus we must rely 
on an indirect indicator. A combination of two results 
follow from exporting the additional paint. 


e Canadians import more products. Since on average 
they are purchasing these imports over a tariff 
barrier, the value of the paint must be increased to 
reflect the fact that Canadians are willing to pur- 
chase imports at a price that includes a tariff. 


e Canadians export less of other products. Since 
Canadian exports are heavily weighted in products 
that are highly subsidized (e.g., agricultural pro- 
duce) then the exports of paint are again worth 
more than the firm’s selling price. 


An analysis of the weighting of the two foregoing 
effects indicates that the premium for additional exports 
is approximately 13 per cent of the selling value (Jen- 
kins, 1976). 


In summary, the Task Force suggests that the wage 
(i.e., gross of tax) is an appropriate starting point for 
valuing the marginal product of labour. Where the 
labour is utilized to produce goods where either the sales 
taxes or the percentage of product exported is signifi- 
cantly different from the norm then either an upward or 
downward adjustment in the wage is necessary to reflect 
the true incremental values of the labour output. 


The Private Opportunity Cost 


The betterment resulting from government interven- 
tion in labour markets is determined by deducting from 
the value of output in the new activity, the valuation of 
the alternative(s) forgone. We begin by, first of all, 
determining the value of the alternative(s) from the 
point of view of the individual worker (referred to as the 
private opportunity cost of labour). Subsequently, we 
will examine the alternative(s) from the point of view of 
Canadian society (referred to as the social opportunity 
cost of labour). 


The private opportunity cost concept can be con- 
sidered from both a static (i.e., determining the initial 
impact) and dynamic (i.e., determining the impact over 


time) perspective. From a static perspective, the creation 
of an employment opportunity can result in its being 
filled in one of three ways. 


e A worker enters the labour force (i.e., the participa- 
tion rate increases). 


e¢ A worker moves from another employer. 


e A worker moves from the unemployed pool to 
accept the job. 


In determining the gains from the worker’s perspec- 
tive the Task Force adopts the view that basically 
workers change the state of their employment for 
modest gains. We know that because the worker accepts 
a job, he must consider himself to be somewhat better 
off. In our opinion, however, he is rarely appreciably 
better off. Later we will discuss some exceptions where 
this perspective does not apply. 


Static Perspective 


Let us consider from a static perspective the initial gains 
when a worker is hired in each of the three ways 
described previously. For the new participant the gains 
are likely to be quite small. After all, this particular 
employee could have participated in the labour force 
before and could have become one of those workers in 
the temporary pool that we described in Chapter Three. 
For the worker moving from another job, again we 
would expect his private gains to be modest. 


For the worker in the labour force and unemployed, 
consider, for example, the employment of an individual 
on unemployment insurance. If he were hired at a 
particular wage and alternatively was receiving 60 per 
cent of that wage on UI, he could experience a gain of 
up to 40 per cent of the wage (note, however, both the 
wage and the UI payments would have to be corrected 
to ensure that they were on an after-tax basis). If the 
worker valued his non-market time highly then he might 
just be willing to accept the job and hence his gains 
would be minimal. However, if he placed little value on 
this non-market time then the gains could be up to 40 
per cent of the wage. Thus, the static analysis of the 
initial impact of job creation would indicate that the 
individual’s private gain was less than 40 per cent. 


Dynamic Perspective 


The ultimate dynamic effects of employment creation, 
however, extend much beyond the initial hiring decision 
and require an understanding of the relationships be- 
tween labour markets across regions and within regions. 
Earlier we illustrated that the following characteristics 
of labour markets were particularly important in under- 
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standing these dynamic responses. In the following sec- 
tion we will pursue the very important dynamic con- 
siderations in greater detail. 


Summary 


The private opportunity cost of the labour requires the 
integration of the initial static benefits together with the 
dynamic responses we have just discussed. It will be 
recalled that the initial static costs from creating a job 
were less than 40 per cent of the wage (i.e., they varied 
from zero to 40 per cent dependent on the assumed 
value of leisure). If the job were temporary in nature 
then the migration response would result in re-establish- 
ing the unemployment rate (over a period of one to two 
years) and the temporary employee would be no better 
off than before the job was created. That is, he would be 
part of a pool of workers whose likelihood of finding 
employment is unchanged. Hence, in this case the com- 
bined income from the net of tax wage and the net-of- 
tax UI receipts would be a good estimate of the worker’s 
private opportunity cost. 


If the job created were permanent then there is the 
possiblity of some enduring gains. These continuing 
benefits would exist if the position were filled by a 
person who was previously employed in the local “tem- 
porary sector.” However, if the permanent position was 
filled by an in-migrant from another region then the net 
gains are probably minimal (i.e., the likelihood of an 
in-migrant reaping substantive gains would not be 
great). Similarly, filling a permanent position with a 
person occupying another permanent position in the 
local region could be expected to result in minor 


Table A-1 


benefits. Consequently, while there may be modest gains 
in the case of a permanent job, the net of tax wage bill 
provides a good approximation of the private opportu- 
nity cost. There are however exceptions to the foregoing 
conclusion and these will be discussed later. 


Migration: The Interdependence of 
Regional Labour Markets 


Any dynamic analysis has to recognize the very exten- 
sive internal migration patterns that exist within the 
country today. We will suggest that these appreciable 
migration flows result in a significant interdependency 
between the labour markets in different regions. 


In Chapter Two we have already described briefly the 
internal migration flows. We wish to emphasize here 
migration as a two-way phenomenon. Data from the late 
1960s (Table A-1) illustrates the following effects. 


e Migration has had a particularly strong impact in 
provinces having smaller populations. For example, 
in a slow growth area such as the province of 
Newfoundland, over 5 per cent of the population 
left each year. The in-migration was also very 
substantial, with the equivalent of approximately 3 
per cent of the population migrating into the prov- 
ince from other provinces. 


e Even in Ontario and Quebec, which have large 
populations, the migration flows have been signifi- 
cant in terms of numbers. In Quebec, despite strong 
cultural and language barriers to movements, 
slightly greater than 1 per cent of the population 
left each year and the in-migrants amounted to 
close to | per cent. 


Gross In- and Out-Migration as Percentage of Population, by Province, 1968-69 and 1969-70 


1968-69 1969-70 
Out- In- Net Out- : In- Net 
migration migration migration migration migration migration 
(per cent) 

Newfoundland 5.42 2.81 —2.61 5.05 3.36 -1.69 
Prince Edward Island 5.68 32/3 -1.95 4.07 4.85 +0.78 
Nova Scotia 2.84 SUH) +0.53 2.98 Be mnie ti) 
New Brunswick 4.34 2.68 -1.66 3.09 dt Gs -0.17 
Quebec iy 0.83 -0.34 Ta? 0.65 -0.47 
Ontario bz 1.44 +0.22 1.13 1.25 +0.12 
Manitoba 4.44 Pe | -1.67 3.28 3.02 ~0.26 
Saskatchewan 5.80 2.50 -3.30 5.18 3.28 —2.90 
Alberta 3.79 4.42 +0.63 a2) 3.44 OES 
British Columbia 2.16 4.09 +1.93 2.09 3.69 +1.60 
Source: E. Kenneth Grant and John Vanderkamp, The Economic Causes and Effects of Migration: Canada, 1965-71, Economic Council of Canada, 


1976, p. 27. 
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Data from the 1970s confirm the continuing impor- 
tance of migration flows. The net effects of migration 
varied from a net out-migration of 0.72 per cent of the 
population for the province of Saskatchewan to a net 
in-migration of 0.98 per cent for the province of Alberta. 


The extent of internal migration is emphasized when 
sub-provincial data is analyzed. Taxation return infor- 
mation examined by the Economic Council illustrates 
that the annual mobility rates were around two per cent 
(i.e., about 2 per cent of the tax-paying population 
changed province each year). As the geographic area is 
decreased the mobility rates increased (Table A-2). 


Table A-2 
Overall Mobility Rates, 1968-71 (per cent per year) 


1968-69 1969-70 1970-71 
Mailing province 2.3 2a 2.0 
Mailing region 4.9 4.7 4.6 
Mailing locality 7.4 7.0 6.9 


Source: E. Kenneth Grant and John Vanderkamp, The Economic 


Effects of Migration: Canada, 1965-71, Economic Council of 
Canada, 1976, p. 14. 


From the foregoing migration data the Task Force 
draws the following conclusions: 


e In spite of the vast distances involved, Canadians 
respond to different employment opportunities 
through very high geographic mobility. 


e The high internal mobility is particularly important 
when it is considered that the federal government is 
intervening at the margin (through supply and 
demand-side mechanisms, with its labour market 
policies). 


e The responsiveness to migration varies considerably 
with the attributes of the individual worker (age, 
education, employment status, and so on). 


e¢ While geographic mobility in response to changes 
in employment opportunities is very appreciable, it 
is more sluggish than would exist under highly 
efficient markets. 


e¢ Unemployment is concentrated in a subset of the 
labour market (e.g., about 25 per cent of the work 
force in Toronto and 33 per cent of the work force 
in Cape Breton, and so on). We designated this 
subset to be the “temporary sector.”” Workers had 
spells of employment and unemployment with great 
regularity. 


e A subset of the labour force essentially never 
experiences unemployment. We designated this 
subset to be the “permanent sector.” 


Recognizing the migration information above, the 
Task Force suggests that in a dynamic analysis the 
interrelationships between labour markets are best 
explained by the concept of “equilibrating unemploy- 
ment and wage rates.” This concept is based on the 
evidence that over the medium-to long-term, labour 
markets in different geographic locations tend to be in 
equilibrium. All regions will have amenities to which 
migrants attach value. In regions having more valued 
amenities (e.g., less congestion, lower commuting time, 
lower house prices, and so on) workers are willing to 
accept a lower annual income and, at the same time, 
consider themselves to be equally well off. 


Annual incomes can more appropriately be considered 
as “remuneration packages.” Consider labour force par- 
ticipants weighing employment opportunities in two 
regions. Workers in the “temporary sector” can antici- 
pate spending a fraction of the time employed and a 
fraction of the time unemployed in both locations. 
Hence, their annual remuneration at each location con- 
sists of the sum of their net-of-tax wages for the time 
employed and their net-of-tax unemployment insurance 
for the time unemployed. If the worker attaches a higher 
value to the amenities associated with living in one 
region then he is willing to accept an annual “remunera- 
tion package” that is lower than in the alternative 
region. Thus, in equilibrium, differential unemployment 
rates (reflecting different expectations of employment) 
and wage rates exist. Hence the valuation of employ- 
ment possibilities should be considered against the back- 
ground of equilibrating unemployment and wage rates. 


To illustrate the foregoing concept consider two 
labour markets between which there is very substantive 
migration in both directions — Cape Breton Island and 
Toronto. Assume that an additional demand for labour 
is placed on Cape Breton. The immediate response 
would be a reduction in the unemployment rate. As a 
result of this reduction, the attractiveness of Cape 
Breton to potential out-migrants and immigrants 
increases. Hence, the flows are altered to result in a 
lower net out-migration (or a higher net in-migration) 
from Cape Breton until the relative unemployment rates 
are re-established. The comparative attractiveness be- 
tween the regions is again reflected in the differential 
net-of-tax wages and unemployment insurance benefits. 


Recently the concept of “equilibrating unemployment 
and wage rates” has been tested in several case studies. 
These analyses have illustrated that the regional migra- 
tion response to specific acts of creating or destroying 
jobs is both large and rapid. Three examples are 
described below: 
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First, the construction of the Glace Bay heavy water 
plant in Cape Breton Island. C.Y. Kuo (1976) examined 
the sources of supply of construction workers and found 
that throughout the entire period 1972-75 over 30 per 
cent of the work force were in-migrants, either from 
other parts of Nova Scotia or other provinces of Canada. 
No evidence exists concerning the number of workers on 
this project from Cape Breton who would have looked 
for work outside the region if these jobs had not been 
available. Even if we ignore the impact of job creation 
on retraining potential out-migrants, the response of 
in-migration alone is very significant. 


Second, from two Cape Breton towns over the period 
from 1930 to 1965. Wood and Verge (1966) found that 
of the total of 444 out-migrants from New Waterford 
during this period, over SO per cent left between 1954 
and 1956 when several coal mines closed. During this 
period a total loss of 1,072 jobs occurred in the coal 
industry. Hence, the immediate response of over 220 
out-migrants from only one of the small towns in the 
area again suggests a rapid response of labour migration 
to the elimination of jobs in specific firm. 


Third, the closure and subsequent re-opening of the 
Canadian International Paper Ltd. sulphite pulp mill in 
Temiscaming, Quebec (DREE, 1977). When the mill 
was closed in May 1972, about 540 workers in the mill 
lost their jobs. At that time, there was a strong expecta- 
tion in the area that the mill would not remain closed 
and, in fact, it was re-opened 17 months later in October 
1973. 


Of the initial 540 workers, 107 either took early 
retirement or withdrew permanently from the labour 
force. Of the remaining 433 workers, at least 222 (51 
per cent) moved out of the Temiscaming area to find 
work but returned when the plant re-opened. About 164 
workers who had been unemployed for the entire 
17-month period were re-employed when the mill re- 
opened in 1973. Of this group more than half were over 
50 years of age, the age group where workers are 
expected to be the least mobile. Nevertheless, it seems 
fair to speculate that if these workers had not had a 
strong expectation of the mill re-opening, some of them, 
particularly those in the below-50 age brackets, would 
have moved out. The balance of 47 workers were unwill- 
ing to return to work in the mill because they had found 
better employment opportunities either inside or outside 
the region. 


In addition, following the re-opening of the mill 
during the period 1973-76, a further expansion involving 
about 100 new workers took place. Of these new workers 
who had not previously worked in the mill, 60 per cent 
migrated directly from outside the Temiscaming region. 
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Even without imputing the number of other people in 
the region who had not worked at the pulp mill but who 
were induced to leave between 1972 and 1973 because 
of poor employment prospects, the measured response of 
the outflow of workers from the region as a consequence 
of this plant closure and the subsequent inflow is impres- 
sive, especially since all this movement took place within 
a period of less than four years. 


The Social Opportunity Cost 


To determine the value to Canada of incremental job 
creation we must determine the value of activities for- 
gone from the perspective of Canadian society. This 
value is defined as the social opportunity cost of labour 
(SOCL). Deducting the SOCL from the value of labour 
output yields the net benefits. 


To develop the social opportunity cost of labour, let 
us begin with the private opportunity cost and make 
appropriate adjustments. It will be recalled that in the 
medium- to long-run (i.e., after migration had re-estab- 
lished unemployment rates) the private opportunity cost 
for labour was the net-of-tax wage for a permanent job. 
In the case of a temporary job, the private opportunity 
cost was the sum of the net-of-tax wage and the net-of- 
tax UI payments divided by the fraction of time 
employed. Consequently, if temporary jobs were created 
in which the employees worked half-time, then each 
man-year of employment would require two workers. 
The private opportunity cost for the job, in this case, 
would be double that for each individual worker. 


In converting from the perspective of the workers (i.e., 
the private opportunity cost) to that of Canadians in 
total (i.e., the social opportunity cost) two key adjust- 
ments must be made. 


e First, while personal income tax is a cost from the 
individual’s point of view it is not a cost from the 
perspective of the economy. That is, the personal 
income tax payments represent transfers and are 
not economic costs. It is the gross-of-tax wage that 
is important from society’s perspective. Thus the 
private opportunity cost of labour should be 
increased to reflect taxes forgone as a result of the 
new opportunity. 


Second, the changes in unemployment insurance 
compensation should be reflected. If a job results in 
increasing the UI payments then society is worse 
off by the amount of this increase. Conversely, if 
the job results in decreasing UI payments then 
there is a net gain. Hence, the private opportunity 
cost should be altered accordingly. 


The extent to which society gains or loses as a result 
of creating new jobs must reflect the following. 


e It must reflect the initial as well as the dynamic 
effects. That is, the total differential effects over 
time must be evaluated. 


e It must reflect the nature of the jobs created—most 
particularly whether they are expected to yield 
permanent or intermittent employment. The effects 
of the creation of temporary jobs (where the worker 
can be expected to experience periods of unemploy- 
ment and employment) differ appreciably from 
those as a result of creating permanent jobs. 


e It must reflect the nature of the jobs forgone. The 
benefits from hiring employees from permanent 
employment are much less than from hiring from 
alternative temporary employment. 


It can be appreciated that a comprehensive develop- 
ment of all the issues related to the foregoing is extreme- 
ly complex. At the moment the empirical research has 
not been completed in Canada to permit a full detailing 
of the ultimate sourcing of employment and the charac- 
teristics of the temporary work force. The research to 
investigate the characteristics of the unemployed, 
described earlier in Chapter Three, should, however, be 
very helpful in the latter context. 


To illustrate the implications of the short and long- 
run benefits or costs of creating jobs and the importance 
of the nature of employment (i.e., whether it is perma- 
nent or temporary), we will consider employment crea- 
tion in the Sherbrooke region of Quebec. Given the very 
significant two-way migration between the Sherbrooke 
and the Montreal regions, our estimates are based on 
the assumption — consistent with the evidence of equili- 
brating unemployment rates discussed earlier — that 
incremental jobs in Sherbrooke will have been sourced 
ultimately from both labour markets. 


Consider first the establishment of a facility that 
provides permanent employment and assume that a new 
plant is established in an industry that provides very 
stable employment over time. A good example would be 
the establishment of a coal-fired electrical generating 
station. The creation of the employment opportunities 
would be expected to result in an initial reduction in the 
unemployment in the Sherbrooke region. Then, as our 
earlier evidence suggests, we would expect the out- 
migration to Montreal to decrease and the in-migration 
from Montreal to increase. Hence gradually — over a 
period of about two years — we would expect the 
original unemployment rate differentials to be re-estab- 
lished. 


The net benefits from the employment creation 
depend on our assumptions regarding the sourcing of the 
labour when calculating the social opportunity cost of 
labour. One possible assumption would be that the new 


power plant hires personnel in proportion to the sizes of 
the subsectors of the existing labour markets. This 
assumption would ultimately lead to most of the 
employees being hired from Montreal. It would also lead 
to a high percentage of employees being hired away 
from other employers that would have provided perma- 
nent employment. Much more plausible, in our view, is 
the assumption that the ultimate effects would have a 
disproportionate impact on the Sherbrooke labour 
market. Also we would expect that the hiring would 
result in an ultimate sourcing that disproportionately 
affects the temporary sector. That is, a proportion of 
employees much greater than would be suggested by the 
comparative size of the temporary sector would be 
affected by the new employment possibilities. 


Fortunately the actual calculations of the social op- 
portunity cost reveal that the outcomes are reasonably 
“robust.” If in the above example we used the first 
assumption, then the SOCL would be the wage bill — 
that is, the gains from employment at our power plant 
would be nil. The second assumption (disproportionate 
local and temporary sector sourcing) would yield a 
social opportunity cost of 90 per cent of the wage. That 
is, the net gains would be in the order of 10 per cent of 
the wage. The Sherbrooke results have been corrobo- 
rated by similar calculations for a project that would 
create permanent employment for Cape Breton Island 
(where the primary destination of out-migrants was 
assumed to be Toronto). Consequently, our analysis 
would suggest that the long-run gains for permanent 
employment are in the order of 10 per cent of the wage. 


The determination of the social opportunity cost, how- 
ever, requires a dynamic analysis. The short-run gains 
from permanent employment can be much greater than 
those calculated above. The creation of the incremental 
jobs would result in a temporary reduction in the unem- 
ployment rate in the region before the equilibrating 
forces (to restore the interregional equilibrium in 
unemployment rates) came into play. Thus, initially, an 
abnormal amount of employment will come from the 
local temporary sector. The social opportunity cost of 
those employees that were initially removed from a state 
of unemployment would be in the order of zero to 40 per 
cent of the wage bill (depending on the valuation of 
non-market time) and the gains would be minimal for 
those employees bid away from other employers. Simi- 
larly the gains for employees transferring immediately 
from Montreal would also not be great. Thus, the social 
opportunity cost of labour initially would be based on 
the short-term sourcing pattern and would be appreci- 
ably less than the long-run data previously quoted (i.e., 
90 per cent of the wage). 
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Hence, the social opportunity cost for labour for 
permanent employment creation would gradually (over 
an adjustment period of about two years) be increased 
from the initial value described above to the long-run 
estimate of about 90 per cent of the wage (Figure A-1). 


Figure A-1 


Wage 


$}/Unit Social 
Time 10 % of Wage Opportunity 
Transition Cost 


Period > 


Time ————> 


The creation of temporary employment differs signifi- 
cantly from the creation of permanent employment. 
Instead of the stable employment created by the coal- 
fired generating plant, assume that an automotive parts 
manufacturer decided to locate in Sherbrooke, Quebec. 
The automotive industry is cyclical and seasonal and is 
undergoing rapid technological change. Thus, it would 
be expected that the workers in the automotive plant 
would experience intermittent employment. 


While creating “temporary” jobs would probably 
result in initial gains similar to those for permanent 
employment, the long-run equilibrium would be much 
less favourable. Each man-year of employment in the 
parts plant will require more than one employee. Hence, 
since the size of the (Sherbrooke) temporary sector is 
increased, UI payments would go up and taxes would be 
forgone. Our analysis indicates that for the average type 
of intermittent employment in Sherbrooke, the social 
opportunity cost per man-year of temporary employ- 
ment would exceed the wage bill by 30 to 50 per cent 
(depending on the sourcing assumptions we have 
described earlier). Hence, the time profile of gains and 
losses from the temporary Sherbrooke jobs would be as 
indicated in Figure A-2. 


Again our analysis of the creation of temporary jobs 
in Cape Breton substantiates the foregoing impressions 
from Sherbrooke. When we considered the average 
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Figure A-2 
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Cape Breton temporary sector job (roughly one-half the 
time spent in unemployment) the costs of creating an 
incremental job of this nature were about 50 to 70 per 
cent of the wage. 


In summary, while the data will change by region 
and with the degree of susceptibility to layoffs, our 
analysis illustrates very clearly that, at least from an 
economic efficiency perspective, the creation of tempo- 
rary jobs results in appreciable net economic costs. 


Potential Adjustments to 
Fundamental Model 


Up to this point, we have suggested that the before tax 
wage is the most appropriate starting point for calculat- 
ing the social opportunity cost of labour. We illustrated 
that modest gains (in the order of 10 per cent of the 
wage bill) were characteristic of situations where perma- 
nent jobs were created. Losses in the order of 30 to 50 
per cent of the wage were typical of those situations 
where intermittent jobs were created. The foregoing 
perceptions, however, are not universally applicable. 
There will be specific cases where the proponents of 
government involvement in labour markets can prove 
that the economic gains are much higher. At the other 
extreme, there will be cases where the losses are appreci- 
ably higher than we have estimated. The Task Force 
suggests that one should begin with the perceptions that 
were discussed earlier and deviate only when the evi- 
dence with respect to a particular case demonstrates 
clearly that further adjustments are needed. We discuss 
five such cases below. 


First, consider the situation where entry to an occupa- 
tion is constrained by membership in a union or profes- 


sional association (referred to by many economist as the 
“protected sector” phenomenon). Whenever one finds 
that a queue of qualified (or potentially qualified with 
limited training) workers exists for job openings, this 
suggests that the existing workers can be receiving 
wages appreciably above the level that is just sufficient 
to induce them to come. It follows that if output can be 
expanded beyond current levels then new workers will 
reap abnormal gains and the social opportunity cost is 
significantly less than the wage. 


A typical example of the above is the creation of 
incremental jobs in automotive assembly. Automotive 
assembly does not involve highly skilled trades and the 
wages are Clearly above the level that the workers could 
command elsewhere. The willingness of workers to forgo 
wage increases in the recent Chrysler difficulties illus- 
trates the losses that they perceive from the possibility of 
having to change employment. Hence, if it were possible 
to increase the output of automobiles, appreciable gains 
would accrue to workers (i.e., their social opportunity 
cost is significantly below the wage). 


Second, major benefits can accrue when workers 
have difficulty in participating in the normal labour 
market. In Chapter Six we have examined the problems 
experienced by several groups. For these minorities the 
social opportunity cost can be much less than we have 
described earlier. 


One of the reasons for the federal government taking 
over Canadair in the mid-1970s was to preserve the 
employment of the 1,700 workers. Because of the reduc- 
tion of activity, the work force had decreased from a 
peak of about 11,000 employees over a number of years. 
The average age of the company’s labour force (consist- 
ing primarily of skilled aerospace workers) was about 55 
years. Evidence indicated that alternatively the most 
likely employment for these older workers (e.g., driving 
taxis) would result in a major loss in pay. Hence the 
social opportunity cost was well below the wage and the 
maintenance of employment resulted in appreciable eco- 
nomic gains. 


Third, unfavourable working conditions can make the 
wage an inappropriate indicator of the social opportu- 
nity cost. In our discussion of the “forgone output” 
argument we have already indicated that the higher 
wages at remote work sites do not represent gains to the 
worker but compensation to endure unfavourable 
circumstances. 


While the disadvantages of working in remote loca- 
tions can be evaluated by workers in advance, there is 
evidence that other unfavourable aspects of working 
conditions are not fully taken into account when workers 
accept certain hazardous jobs. Where working condi- 
tions (e.g., in certain types of mining operations) lead to 
health problems it can be argued that these difficulties 
were not foreseen and hence not reflected in the wage 
rates. Thus the social opportunity cost for these hazard- 
ous operations would require an upward adjustment of 
the wage rate. 


Fourth, from the perspective of the geographic loca- 
tion of activity, demand creation in slow-growth regions 
should result in higher benefits for two reasons: the 
transitional period while unemployment rates are adjust- 
ing to a new equilibrium will be higher and the long-run 
stable benefits will be greater. 


Hence, while it was suggested that the net gain from 
creating permanent jobs was in the order of 10 per cent 
of the wage, it would be somewhat greater (perhaps up 
to 25 per cent) in slow-growth regions while it would be 
somewhat less (perhaps 0-5 per cent) in high-growth 
regions. 


Fifth, the gains to labour from development projects 
are related to the availability of skills locally. In the case 
of a slow-growth region the migration response will be 
delayed significantly if initial hiring can involve a sub- 
stantive amount of local labour. 


The concepts presented here are expanded in a paper prepared for the 
Task Force by Arnold C. Harberger, entitled “‘The Social Opportu- 
nity Cost of Labour: Problems of Concept and Measurement as Seen 
from a Canadian Perspective.” 
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Appendix B 


The Levy/Grant Option 


Nature of Levy/Grant System 


A levy/grant system is one method for the collective 
financing of investment in certain types of training 
provided by employers. 


A distinction is usually made between training pro- 
vided by individual employers in skills which are usable 
only in the firm providing the training (specific train- 
ing); and training in skills which are transferable be- 
tween many firms (general training). General or trans- 
ferable skill training is the concern of a levy/grant 
system. 


The primary objective of a levy/grant system is usual- 
ly to increase the total level of investment in such 
training. The levy/grant mechanism seeks to do this by 
removing all or part of the costs of this training from 
individual employers and having these costs instead 
borne by employers collectively. The mechanism oper- 
ates through the imposition of a levy on firms employing 
transferable skills and redistribution of funds through 
grants to those employers who undertake training. 


The rationale for the levy/grant mechanism is that a 
less than optimal level of investment in training for 
transferable skills occurs because of the high risk to 
individual employers of securing an adequate return on 
their investment in such training. This risk is said to 
arise because of the behaviour of some employers who 
do not themselves train but instead opt to recruit or 
“poach” trained workers from the training firms. This 
“poaching” behaviour of some employers is said to deter 
other employers from providing training, with the result 
that the overall level of resources allocated to training is 
less than adequate to meet the needs of employers 
generally. 


The levy/grant mechanism is intended to combat this 
type of externality by forcing non-training firms to 
compensate training firms and thus provide an incentive 
to the former to undertake training for their own needs 
and the latter possibly to train beyond their own needs. 


The CLC/BCNI Levy/Grant Proposal! 


The introduction of a “national” levy/grant system has 
been proposed by the CLC/BCNI as a means of ensur- 
ing adequate supplies of trades skills and preventing skill 
shortages. The proposed system would operate through 
Industry Training Boards established in all industrial 
sectors where skilled trades shortages are a problem. 
These boards, administered jointly by labour and man- 
agement, would be empowered to introduce a compulso- 
ry levy on employers and to allocate funds so raised to 
employers who conduct trades training (both apprentice- 
ship and upgrading) to approved standards, by way of 
grants which would offset all or part of the firm’s 
training costs. These Industry Training Boards would 
also conduct annual assessments of manpower require- 
ments in the skilled trades, but it is not clear how these 
assessments would be applied in the operation of the 
proposed levy/grant system. 


Under the CLC’s proposal, the various national 
Industry Training Boards would be established under 
federal legislation which would also authorize these 
boards to impose, collect and redistribute monies raised 
through the levy on employers within each industry 
sector. 


The CLC/BCNI proposal is modelled largely on the 
early British levy/grant and Industry Training Board 
system established under the Industrial Training Act 
1964. Like the early British system, CLC support for 
the levy/grant mechanism is justified principally by the 
argument that the poaching behaviour of some employ- 
ers is a major factor deterring other employers from 
training; and that the “stick and carrot” approach of 
levy/grant provides an effective instrument for dealing 
with the poaching phenomenon. 


By equalizing the costs of skill training among all 
employers, the CLC claims that the proposed levy/grant 
system would deter employers from poaching, and per- 


' The following description of this proposal is taken from the CLC Submission to 
the Special Parliamentary Committee in Employment Opportunities in the 
1980s. 
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suade them to undertake sufficient training to resolve 
skill shortages. It is also suggested that some employers 
would be encouraged to undertake training beyond their 
own needs under the structure of financial incentives 
established through the levy/grant mechanism. 


The following sections consider the British experience 
with the levy/grant system, and the implications of the 
British system. 


The British Experience with Levy/Grant? 


The British levy/grant system and the Industry Training 
Board system through which it operated, were intro- 
duced under the (U.K.) Industrial Training Act 1964. 
The Act had three objectives: to improve the quantity of 
training, to improve the quality of training, and to 
distribute the costs of training more equitably between 
those employers who trained and those who did not. The 
“objective” of cost reallocation through the levy/grant 
mechanism, as well as being an equity objective in its 
own right, was also the means through which the other 
objectives were pursued. 


The main considerations behind the introduction of 
the 1964 Act, as outlined in a 1962 Government White 
Paper, were that shortages of skilled labour (particularly 
in the trades areas) had been a persistent constraint on 
economic expansion; that shortages arose because some 
employers (particularly smaller firms) were content to 
poach those trained in other firms rather than train for 
their own needs; and that the overall standard of train- 
ing which was provided was unsatisfactory, again espe- 
cially in the craft occupations and the engineering (or 
industrial) trades in particular. 


Industry Training Boards (ITBs) were established to 
collect levies from firms within their scope and return 
the monies collected, less the boards’ administrative 
expenses, in the form of training grants. The rate of levy 
(expressed as a percentage of an employer’s annual 
payroll), the occupations, the patterns of training for 
which the grant was paid, the conditions for receipt and 
the amounts of the various grants, were all at the 
discretion of each individual board. 


Certain industries and areas of employment (e.g., 
self-employed persons) were deliberately excluded from 
the scope of the 1964 Act which covered industries 
employing around 80 per cent of the total labour force. 
By 1969 some 27 separate training boards had been 
established covering industries with around 60 per cent 
of total employment. 


2 The following description of the British levy/grant system is based on the 
“Training for the Future” (1972) and “Training for Vital Skills” (1976). 
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Although the skilled trades occupations were of pri- 
mary concern to the framers of the 1964 Act, the ITBs 
concerned themselves with training for a considerably 
wider range of occupations including management, 
administrative, clerical, technical and industrial opera- 
tive occupations. 


There was also a considerable range in the rate of levy 
applied by various boards. Around one-half of all Indus- 
try Training Boards levied firms at | per cent of payroll 
or more, the highest rate being 3.8 per cent in civil air 
transport. Only one board, the important Engineering 
Industry Training Board covering some 28,000 estab- 
lishments, surveyed training costs in the industry as a 
basis for determining its levy rate of 2.5 per cent of 
payroll. In this industry, gross training costs were 
estimated at around 4 per cent of the total wage bill and 
net costs at around 2.9 per cent (excluding estimated 
productive value of trainees’ work). These costs related 
to training for administrative, technical, clerical, indus- 
trial operatives and craft apprentices, the last-mentioned 
representing nearly 70 per cent of total training costs. 
(Woodhall, 1974). 


In 1973, the British Government formally abandoned 
the 1964 version of the levy/grant system. Following a 
review of the operations of the Industrial Training Act 
1964, the levy/grant system was replaced by a system of 
levy, grant and exemption under the Employment and 
Training Act 1973. Under this new system, Industry 
Training Boards were required to exclude small firms 
from the statutory obligation to pay the levy; to exempt 
from levy those firms which could show that their 
training arrangements were adequate to their own 
needs; and to limit the amount of levy normally toa 
maximum of 1 per cent of payroll. (The 1973 Act also 
transferred from industry to the government the respon- 
sibility for funding the substantial administrative/ 
operating costs of the Industry Training Boards; and 
foreshadowed greatly increased public funding of train- 
ing in industry to supplement the reducing levy income 
available to the boards from which to finance training 
grants.) In fact, the levy/grant system had effectively 
been abandoned before 1973. There had by this time 
been significant changes to the system in practice, which 
in turn reflected that the objective of substantial cost 
redistribution between poaching and training firms had 
been largely abandoned. 


The two main changes were that smaller firms — 
earlier identified as the main culprits in terms of 
poaching — had been progressively exempted from the 
levy requirements and thus removed from the system; 
and as for those firms remaining in the system, the first 
official review (in 1972) commented that “Boards have 
in practice tended to develop their levy/grant schemes in 


such a way that each firm has a fair chance of getting 
back in grant most of its levy.”’ Although there con- 
tinued to be some redistribution of money from firms 
with a low level of training to those with a high level, 
poaching firms did not contribute substantially to the 
cost of training in those firms which did train. Equally, 
employers who trained beyond the needs of their own 
business received little compensation for their extra 
costs from the levy/grant system. 


The British levy/grant system was abandoned not 
because it had already achieved its objective of securing 
an adequate volume of training in transferable skills, 
especially craft apprenticeships. After noting that one of 
the original reasons for the levy/grant mechanism was 
to increase training of skilled workers and to avoid skill 
shortage, the 1972 review commented that this aspect of 
levy/grant schemes had declined in importance. More 
importantly, the review added “nor is there much evi- 
dence that it led to any substantial increase in the 
number of persons trained in such skills.” A later (1976) 
assessment of the Industrial Training Act 1964 by the 
U.K. Manpower Services Commission went one step 
further with its conclusion that “the (ITB) system did 
not succeed in raising the quantity of transferable skill 
training to the level required to meet the needs of 
industry generally.” 


As shown in Figure B-1 there was, in fact, a down- 
ward trend in recruitment to craft apprenticeships, to- 
gether with marked fluctuations in recruitment which 
coincided with cyclical movements in the economy. 


The Manpower Services Commission conceded that 
the downward trend in recruitment to training for trans- 
ferable skills (along with a falling ratio of apprentices to 
skilled workers in some industries) partly reflected 
reduced requirements for skilled workers due to techno- 
logical change. 


But the report presented evidence showing that over 
much of the post-war period — including the period 
after introduction of the Industrial Training Act 
1974 — some of the more economically important skills 
had continued to be in short supply, either persistently 
over long periods or at peaks of the economic cycle, or 
both; and that persistent shortages tended to occur in 
some regions of the country but not others. 


The evidence presented included aggregate measures 
of demand and supply and data on the experience of 
individual employers in local labour markets. These 
were drawn from the U.K. Department of Employment 
Vacancy and unemployment statistics, manpower 
research studies of shortages in particular occupations 
and areas, and other employer surveys conducted by 
business groups. The main findings were as follows 


Figure B-1 


Cyclical Variations in Apprentice Intake and Total 
Notified Vacancies (all industries and services) 
Great Britain, 1962 to 1972 
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Source: “Training for Vital Skills: A Consultative Document,” 


Manpower Services Commission, London (U.K.), 
June 1976. 


¢ There was a widening gap between the vacancy/ 
unemployed (V/U) ratio for skilled engineering and 
construction trades on the one hand, and all male 
workers on the other, each time the economic cycle 
moved upwards, and a consistently higher vacancy / 
unemployed (V/U) ratio for the skilled trades. 
(Figure B-2). 


e Changes in the proportion of firms in the manufac- 
turing industry reporting shortages of skilled labour 
followed a cyclical pattern similar to that of the 
vacancy/unemployed ratio for skilled workers. 
(Figure B-3). 


e In some geographical areas many employers con- 
tinued to report shortages of skilled manpower as a 
constraint upon production, even when general 
unemployment was high. 


(Also of interest are some of the specific occupations 
assessed as persistently or cyclically in shortage, since 
these bear a striking resemblance to the recent Canadi- 
an experience. These included press-tool setters, 
machine tool setters, tool makers, sheet metal workers, 
engineering draftsmen, production fitters, and turners.) 


The report also provided evidence indicating that 
many factors contributed to the skill shortages 
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Figure B-2 


Vacancy/Unemployment (V/U) Ratios for Skilled Engineering, Skilled Construction and All Male 


Occupations, Great Britain, 1956 to 1974 
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Source: “Training for Vital Skills: A Consultative Document,” Manpower Services Commission, London (U.K.), June 1976. 


experienced by British employers. These included geo- 
graphic mismatch of demand and supply combined with 
low worker mobility; inefficient use and deployment of 
skilled manpower within firms (e.g., their use on semi- 
skilled repetitive tasks); high rates of wastage from 
skilled trades occupations in a particular industry, either 
to another industry or to other occupations, both higher 
and lower in the skill structure (partly due to pay 
differentials); and high rates of wastage during training 
for skilled occupations. 


However, the report suggested that the coexistence of 
the downward trend and cyclical fluctuations in recruit- 
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ment to training implied that “shortfalls in the provision 
of training are of great importance.” 


The levy/grant system was abandoned mainly 
because in practice its redistributive effects created 
other inequities even less acceptable to employers than 
the unequal sharing of training costs. The objective of 
full cost redistribution through the levy/grant mech- 
anism was abandoned because it became apparent that 
this approach would exaggerate these inequities and 
would lead to rising rates of levy as the volume and cost 
of training increased. 


Figure B-3 


Percentage of Manufacturing Firms in the CBI’S Survey of Industrial Trends, Reporting Different Factors 
as Limits on Production, 1960 to 1975 
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Source: “Training for Vital Skills: A consultative Document,” Manpower Services Commission, London (U.K.), June 1976. 


The original intention of the levy/grant system was to 
redistribute funds (i.e., the costs of transferable skill/ 
training) from firms which did no training themselves 
but relied cn recruiting skilled workers trained by 


not necessary) recovered little from their levy and 
saw themselves as subsidizing less well-managed 
firms which had high turnover, conducted a great 
deal of training and hence attracted relatively large 


others, to those firms which actually did the training. In training grants. 
practice, the system operated in such a way as to also ° Highly specialized firms, with training carefully 
redistribute funds for other reasons. 


geared to their own requirements, received a low 
return on their levy (in the form of grants) because 
their training did not fit the training boards’ grant 
criteria which were geared to common training 
standards for the industry as a whole. 


e Firms within the same industry and which paid the 
same amount of levy (because their total payroll or 
employment was identical) recovered greatly differ- 
ing amounts in grants because differences in the 
skill mix in their enterprises affected their ability to ¢ Some firms received a high return on their levy 
earn training grants. because they could arrange “training” activities 

which satisfied the boards’ grant criteria, even 

though there was no real need for the training. (In 


e Firms which had low turnover among their skilled 
staff and hence did little training (because it was 
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this respect, a system intended to improve alloca- 
tion of resources to training actually promoted a 
misallocation of resources.) 


The major redistributive effect of the system involved 
a general transfer of money from small firms to larger 
firms, partly because small firms had many of the 
characteristics illustrated above, i.e., low staff turnover, 
specialized training needs, and difficulties in organizing 
the forms of training, such as off-the-job training which 
attracted grants under the system. In the engineering 
industry, for example, firms with less than 25 employees 
in 1970/71 received grants equivalent to only 47 per 
cent of total levies paid while firms with over 5,000 
employees received the equivalent of 102 per cent of 
levies paid. 


The 1972 review commented that: 


Although some of this effect could be justified as a 
contribution to larger firms for training craftsmen 
subsequently employed by small firms, the inci- 
dence of this is uneven and does not warrant a 
general transfer of money away from small firms. 


(p.57) 


These redistributive problems arose because, on the 
one hand, the levy/grant system removed funds from 
firms on the basis of their total annual payroll or 
employment size, and on the other hand, the system 
returned funds on the basis of the firm’s specific training 
behaviour during the same period. But the extent to 
which a firm was able to undertake the amount and kind 
of training required to recover in the form of grant what 
it had paid out in levy depended on characteristics not 
necessarily related to the adequacy of its training to its 
own skill needs (such as the types of skills employed 
within the firm and the labour turnover rate). 


Unless firms within scope to a particular Industry 
Training Board had a high degree of homogeneity with 
respect to firm size, skill mix, labour turnover rates, etc., 
these redistributive problems arose. Various ITBs 
responded to these problems by shifting from a single 
levy/grant system for all firms within a particular indus- 
try to a range of differential levies (and grant systems) 
for different sectors and firms within the same industry, 
thereby adding even further to the administrative com- 
plexity of the system. 


Implications of the British Experience 


The British experience was with a particular form of the 
levy/grant system. It covered training in many occupa- 
tional areas as well as the skilled trades (including 
training specific to firms as well as general training); 
had objectives related to quality of training which it 
pursued at the same time as the quantity objectives, and 
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was organized on an industry basis rather than focusing 
on specific occupations. Care must therefore be exer- 
cised in drawing conclusions from experience with this 
kind of general system. Nevertheless, the experience 
would seem to support the following conclusions. 


First, the system concentrated on removing the influ- 
ence of only one factor influencing the total level of 
investment in training for transferable skills — the 
poaching behaviour of some employers. The system 
ignored the effect of other important factors influencing 
the training investment decisions of employers, particu- 
larly the impact of cyclical fluctuations on the level of 
industry-based training. The levy/grant mechanism does 
not address the problem of instability in the volume of 
industry-based training arising from cyclical fluctua- 
tions in product demand. To the extent that the provi- 
sion of training is limited more by the firm’s level of 
production than by the costs of training, the implication 
is that any instrument based on provision of financial 
incentives to encourage employers to train will be lim- 
ited in effectiveness. 


Secondly, the British experience illustrates the limita- 
tions of the levy/grant mechanism as a means of remov- 
ing the constraint of investment in training for transfer- 
able skills exerted by the poaching behaviour of 
employers. The difficulty arises because of the problem 
of establishing a levy/grant system which provides an 
effective structure of financial incentives to train and 
which is at the same time equitable in the redistributive 
effectives. 


To provide a financial incentive to induce poaching 
firms to train for their own needs rather than recruit 
trained workers from elsewhere, the levy/grant mech- 
anism seeks to alter the relative economics of training 
compared to skill acquisition through outside recruit- 
ment. That is, the mechanism aims to alter the costs and 
benefits of training versus outside recruitment by impos- 
ing an extra cost — the levy — on firms not undertaking 
training. 


But the additional cost imposed on the non-training 
firms under the system (i.e., a levy based on total 
employment or payroll) is a rather clumsy instrument 
for altering the relative economics of training versus 
outside recruitment in poaching firms. The costs (and 
benefits) of training for the same skills vary substantial- 
ly between firms; and the additional cost of the levy may 
bear little relationship to the economic advantages 
which outside recruitment currently represents to poach- 
ing firms, compared to the alternative of training to . 
meet its own skill needs. The U.K. experience, where 
even levy rates of | per cent of payroll are still regarded 
as an “acceptable tax” rather than an incentive to train, 


illustrates that substantial additional costs may need to 
be imposed on some poaching firms to alter the balance 
in favour of the training alternative for these firms. 


Moreover, the system which provides this financial 
disincentive to poaching (and incentive to training) cre- 
ates its own problems because of the redistributive 
effects of the levy/grant mechanism. Just as the levy is a 
clumsy instrument for providing the financial incentive 
to train, the grant is (on equity grounds) a clumsy 
instrument for rewarding training which is undertaken 
and redistributing funds from poaching firms to training 
firms. 


The two main criteria for assessing the equity of a 
levy/grant system concern its coverage and its redis- 
tributive effects. To be equitable — or at least perceived 
to be so by employers — the system should have total 
coverage of users and should be confined to transfers of 
funds from those employers who do not train for their 
own needs but recruit those trained in transferable skills, 
to those firms which do train. 


The two options for achieving total coverage of firms 
in the labour market for transferable skills are an indus- 
try-focused or an occupation-focused system. An indus- 
try-focused system (such as the British) assumes that 
the labour market for transferable skills is predominant- 
ly national and consists of firms within the same indus- 
try. But a characteristic of some of the most critical 
transferable skills is that they are transferable between 
many industries, and the labour market for these skills is 
frequently local or regional rather than national. 


An occupationally-focused scheme might therefore 
seem more suitable, until the practical problem of deter- 
mining criteria for the inclusion of firms within such a 
system is considered. For if inclusion were to be simply 


on the basis of whether the firm employed persons 
trained in the transferable skills in question, it would 
ignore occupational mobility and would discriminate 
against firms with workers once trained in certain skills 
but now working in different occupations altogether. 
Alternative criteria, such as persons employed in par- 
ticular occupations, would be administratively conten- 
tious if not unworkable. 


Whether the system is industry-based or occupation- 
based, problems of unintended redistributive effects 
would arise to the extent that firms included in the 
levy/grant system did not have a high degree of 
homogeneity with respect to: firm size, skill distribution 
within total employment; costs of training required; and 
other characteristics such as labour turnover rates which 
influenced the frequency with which training is under- 
taken and hence the extent of levy recovery as under the 
British system. 


Finally, it is worth noting that a recent (1980) assess- 
ment of the UK levy/grant exemption system (intro- 
duced under the 1973 Act) concluded that this system 
was even less effective in securing adequate volumes of 
transferable skill training than the earlier levy/grant 
system which it replaced. The 1980 report commented 
that “the 1973 Act has on balance impaired flexibility of 
response to meet the need for transferable skills through 
its present requirements for ITBS to have levy/exemp- 
tion systems.” The report suggests that this is in part 
because levy exemption means reduced levy income 
available to the board to finance responses to key skill 
shortage problems. This comment illustrates the extent 
to which the UK system has departed from its original 
intention of providing (through the levy/grant and ITB 
system) a mechanism through which industry would 
regulate itself to secure an adequate quantity of 
training. 
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Appendix C 


Additional Considerations Regarding the Adult Occupational Training Act 


Current Federal Role: Institutionally-Based Training 


The introduction of the new AOT Act in 1966 envisaged 
that the federal government would buy training for its 
clients in a market which included competition between 
provincial and private supplies of training. This buyer/ 
seller principle has never been a reality, however. Pro- 
vincial institutions are the major suppliers of training, 
through agreements between the federal and provincial 
governments and the following calculations of funding. 


e Each province receives a minimum guaranteed 
amount for each year equal to the amount of the 
previous year’s maximum, increased by the rise in 
the Consumer Price Index as of September 30 of 
the previous year. 


e The additional funds available to the Commission 
above the minimum guarantees are then allocated 
as follows: 50 per cent of the funds is distributed on 
the basis of the previous three-year average in 
employment growth; 40 per cent of the funds is 
then distributed to reduce inequities in training 
funds per capita labour force; and 10 per cent is 
retained in national headquarters to meet emerging 
nationally identified training priorities. 


As can be seen, only limited funds are available after 
minimum guarantees are met. Manpower Needs Com- 
mittees and, in Ontario, Local Industrial Training Advi- 
sory Committees (LITACs) have a central role in plan- 
ning and administering CMTP in the provinces. They 
are composed of federal and provincial officials but have 
no employer representatives, except in the case of the 
LITACs in Ontario. They have a mandate to assess 
manpower needs in the province, recommend training 
plans and priorities, evaluate training results and recom- 
mend improvements. They are to establish effective 
mechanisms for consultation with employers, profes- 
sions, unions and public agencies, and may operate 
through a number of subcommittees. The effectiveness 
of the Manpower Needs Committees varies across 
regions. 


In 1979-80, $214,523,885 (about half of all expendi- 
tures on institutional training) was spent on non-appren- 
ticeship skill training for 116,542 full-time trainees, of 
whom 67.5 per cent were men and 32.5 per cent women; 
84.4 per cent of trainees were between 20 and 44 years 
of age, about half of these being under 25. 


The trainees trained in a variety of occupations, with 
four occupations predominating. As Table C-1 shows, 
these were in clerical and related occupations; product 
fabricating, assembly and repair; construction trades; 
and machining and related. Of the 24 per cent of 
non-apprenticeship skill trainees trained in clerical and 
related occupations, 93 per cent were women. Training 
was heavily concentrated among men in a number of 
other occupations. In product fabricating, assembling 
and repair, with 15 per cent of trainees, all but 18.6 per 
cent were men. In construction trades training, with 
10.1 per cent of trainees, and machinery and related 
occupations, with 10.0 per cent, only 4.3 and 4.8 per 
cent of trainees respectively were women. 


Academic upgrading courses under BTSD (including 
BJRT and WAT) amounted to some $83 million (or 
19.4 per cent) for full-time purchases and allowances, 
and 37,459 trainees, representing 21.2 per cent of full- 
time institutional trainees. This represents about a 5 per 
cent decrease since 1975-76. Questions arise as to 
whether the training courses are in occupations in 
demand; whether the training is provided in labour 
markets where the skills can be used; and whether the 
flow of dollars to provincial institutions on the basis of 
three-year agreements allows sufficient flexibility to 
meet labour market needs. 


Constraints on the Adequacy of Evaluations of the 
Training System 


A number of constraints in the operation of the program 
which make it difficult to evaluate clearly the extent to 
which the program is meeting skill needs were discussed 
in the 1977 evaluation. On a theoretical level the prob- 
lem appears to be quite straightforward. All that is 
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Table C-1 


CMTP Skill Trainees Started by Sex by Occupation Trained for, 1979-80 


Occupation designation 
by Two-Digit CCDO! No. 
I: Managerial, administrative and related 644 
PAG Natural science, engineering and math. 1,665 
PR Social sciences and related 89 
Pai Teaching and related 111 
31: Medicine and health 338 
33: Art., literary, performing arts and related 308 
Si: Sport and recreation 53 
41: Clerical and related 1,114 
51: Sales 450 
61: Service 2,450 
71: Farming, horticulture and animal husbandry 1,311 
73: Fishing, hunting, trapping and related 1,238 
DD Forestry and logging 1,193 
Tils Mining, quarrying, oil and gas field 250 
81-82: Processing 1,544 
83: Machining and related 6,513 
85: Product fabricating, assembling and repair 8,213 
87: Construction trades 6,555 
91: Transport equipment operating 3,724 
93: Material-handling and related, N.E.C. 59 
95: Other crafts and equipment operations 1,173 


Total Trainees 38,995 


'Canadian Classification and Dictionary of Occupations. 
Source: CEIC Training Branch data, 1981. 


required is that it be possible to identify those “labour 
markets” (e.g., occupations) in which there is or will be 
“need” for a particular type of skilled labour which 
cannot be accommodated through other less costly 
supply adjustments. An “ideal” planning system for 
training assumes, among other things, the existence of 
labour market indices which are unambiguous and accu- 
rate measures of supply and demand; a forecasting 
methodology which is able to produce timely and accu- 
rate estimates of labour market adjustments; and most 
of all, an adequate theoretical and empirical under- 
standing of how labour markets actually operate. 


For the most part these required conditions do not 
exist at present. For example, most measures of labour 
market demand are ambiguous in their implications for 
manpower training. Employment indices simply indicate 
the stock of persons employed. Vacancy data may also 
be a misleading indicator. They do not indicate simply 
an insufficient supply of skilled labour. Vacancies can 
result from many other, and perhaps more important, 
causes (e.g., normal job change, low wages, poor work- 
ing conditions, discrimination and so forth) none of 
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1979-80 
Men Women Both sexes 
Per cent No. Per cent No. Per cent 
1.65 597 27 1,241 1.87 
VG) — 447 1.63 2 be 3.18 
0.23 210 0.76 299 0.45 
0.28 137 0.50 248 0.37 
0.87 2,006 Peat 2,344 355 
0.79 596 27 904 1.36 
0.14 3 0.01 56 0.08 
2.86 15,088 54.96 16,202 24.38 
1.15 472 1872 922 1.39 
6.28 4,074 14.84 6,524 9.82 
3.36 366 1.33 1,677 D9! 
3.17 111 0.40 1,349 2.03 
3.06 18 0.07 b2it 1.82 
0.64 6 0.02 256 0.39 
3.96 498 1.81 2,042 3.07 
16.70 322 he ol¥, 6,835 10.29 
21.06 1,846 6.72 10,059 15.14 
16.81 295 1.07 6,850 10.31 
9.55 224 0.82 3,948 5.94 
0.15 2 0.01 61 0.09 
3.01 134 0.49 1,307 1.97 
58.69 27,452 41.31 66,447 100.00 


which necessarily have anything to do with an insuffi- 
cient supply of skilled labour. 


There is probably general agreement that the fore- 
casting of manpower requirements is still in its infancy 
stage. The COFOR model can provide projections of 
broad trends at national and provincial levels, but such 
projections are not likely to be of as much use to 
planners at the local CEC level. By its very nature, 
training deals with specific occupations in specific locali- 
ties and the statistics generated by local manpower 
officers may still constitute one of the most important 
sources of information for determining training needs. 
As well, there is the additional difficulty imposed by 
current methods of allocating training funds. The small 
amount of funds available after minimum guarantees 
are met, and the difficulty of adjusting training require- 
ments to respond to changing labour market demands 
during the course of the training agreement, both com- 
bine to provide an added constraint. 


It is equally difficult to measure, let alone fotecaet 
the labour markets where there will be unmet needs for 
skills, and thus to measure unambiguously what the 


demand for training is. Excess demand can be measured 
by job vacancy data and excess supply by levels of 
unemployment. These two measures are not unambig- 
uous, because both conditions may coexist and the rea- 
sons for coexistence are important for assessing the 
potential role of training. Vacancies, for example, may 
indicate a shortage of skilled people. In this case, train- 
ing can help to eliminate the structural imbalance either 
by training the unemployed or by training employed 
persons and thus opening vacancies which are more 
closely related to the skills of the unemployed. Alter- 
nately, coexistence may occur because of job turnover. 
Training will not assist in this case. This issue of infor- 
mation gathering and intelligence was discussed in more 
detail in Chapter Five. 


Background to Adjustments to the Training Program 


Three basic trends should be highlighted in discussing 
the changes made to the training programs following the 
1977 evaluation of the programs. 


e The stabilization in the closing years of the 1970s 
of publicly supported training activity relative to 
the rate of growth in the economy (Figure C-1) was 
in contrast to the substantial declines which 
occurred during the first half of the decade. 


Figure C-1 
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e The growth in the volume of industrial skill de- 
velopment relative to institutional training (Figure 
C-2) reflects the need to respond to structural 
adjustment, imbalances and skill shortages in the 
economy. 


e Reflecting the conditions of generally higher levels 
of unemployment which prevailed throughout the 


1970s, there has been a substantial shift towards 
the jobless within the institutional training clientele, 
particularly with respect to two of the groups most 
severely affected, youths and women. Between 1970 
and 1980 the significance of training for the unem- 
ployed increased from approximately 50 per cent to 
70 per cent. Youth trainees increased from less 
than 40 per cent to over SO per cent. Similarly the 
proportion of women receiving training assistance 
expanded to reflect the severity of unemployment of 
the group (46 per cent) within the total 
unemployed. 


Figure C-2 
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Current Federal Role — Industrial On-the-Job Training 


Current federal involvement in on-the-job training is 
through CEIC’s Industrial Training Program (CMITP) 
and through the Critical Trade Skills Training (CTST) 


Program. 


The overall objective of the Canada Manpower Indus- 
trial Training Program is to meet the skill needs of 
employers and to improve the employability and earning 
capacity of workers through the expansion and improve- 
ment of employer-provided training. The program has 
five subsidiary goals; to encourage employers to estab- 
lish new employee training programs and to improve 
existing ones; to alleviate persistent skill shortages; to 
prevent the layoff of workers because of technological or 
other changes; to increase employment opportunities for 
unemployed workers who lack marketable skills; and to 
provide an incentive for employers to hire and train 
special needs clients or to train present employees who 
meet this definition. 
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It does this by: 1975-76 to 15.2 per cent in 1970-80. Most of the 
training dollars (51.5 per cent) went to employers 
having one to nine employees. Some 40.2 per cent of the 
training was for occupations requiring less than one year 
training. CMITP also provided 39.1 per cent of its 
training in occupations. requiring more than two years 


e paying direct costs of off-the-job elements of train- 
ing, e.g., training aids and instructor salaries, up to 
52 weeks; and 


¢ reimbursing trainee wages according to a scale of 
priorities such that up to 85 per cent of wages may 


be reimbursed for special needs clients, up to 75 per iataied 
cent of wages may be reimbursed for women in 
non-traditional occupations, up to 60 per cent may Table C-2 indicates the characteristics of the trainees 
be reimbursed when the firm provides training for over a four-year period. It should be noted that in 
workers who are or will shortly become unem- 1979-80, 27.4 per cent of industrial trainees were 
ployed, and up to 40 per cent may be reimbursed in women. This is the same percentage as in 1976-77. A 
the case of trainees already employed in the firm. large percentage of trainees (47.8 per cent) were be- 
eo gaa tween 19 and 24 years of age and 42.4 per cent were 
In 1979-80, $100 million was spent on CMITP for between 25 and 44 years of age. The largest number of 
on-the-job training, representing about 15 per cent of trainees had between 10 and 12 years of schooling, 
total training dollars. There has been a slow and gradual although 10.1 per cent had 14 or more years of school- 
increase in industrial training expenditures as a percent- ing. Most of this group were employed and received 
age of total training expenditures — from 9.6 per cent in upgrading on-the-job. 


Table C-2 
CMTP Industrial Training Characteristics Summary by Training Category, 1979-80 (per cent) 


Special Employment 

Characteristic needs Unemployed threatened Employed Total 

Sex: Male 70.8 66.7 68.8 Sah 72.6 
Female 29.2 3333 3152 ZisS 27.4 

Age: 19 and under ee 232 6.3 8.6 15.9 
20-24 31.0 37.9 3322 26.0 31.9 

25-44 43.1 34.2 42.6 50.3 42.4 

45 and over 8.2 4.7 17.9 | 9.8 

Marital status: Single 59.7 61.3 38.5 38.6 50.6 
Married 27.8 32.6 57.0 56.8 43.5 

Other 125 6.1 4.5 4.6 5.9 

Dependents: None 68.4 The 7.2 54.4 66.0 
One 10.1 8.4 10.3 1333 10.8 

Two 8.9 6.9 14.6 13.3 10.0 

Three 5.8 4.2 10.6 11.8 7.9 

Four or more 6.8 3.0 a3 742 5:5 

Educational level: 1-7 14.5 6.0 b3:2 5.6 6.5 
(years of schooling) 8 1273 6.3 6.8 by 6.3 
9 14.5 8.4 10.1 7.4 8.5 

10 22.1 17.6 25.6 14.9 16.7 

1] 1.2 15.4 11.4 14.6 14.7 

12 Wes sr 9 dee) 34.5 31.6 

13 2.8 6.1 3.3 BH 5.6 

14 + a3 9.0 4.3 IZ 10.1 

Labour force status: Employed Tee 6.3 87.7 95.0 47.7 
(Prior to training) Unemployed 69.2 81.7 9.8 Zed 43.7 
Not in labour force 23.3 12.0 Pi ZF 8.6, 

Total 6,256 37,074 497 39,507 83,334 


Source: CEIC Annual Statistical Bulletin, 1980. 
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Table C-3 indicates the occupations for which train- 
ing was provided under CMITP. Product fabricating, 
assembly and repair, and processing occupations repre- 
sented 34.9 per cent of all training; clerical, sales and 
services occupations represented 21.2 per cent. Training 
was concentrated in these five occupational areas, and as 
Table C-4 indicates, female trainees were concentrated 
in occupations along traditional lines. The occupations 
where women formed a large percentage of trainees 
were in medicine and health; clerical and related; ser- 
vice; and teaching and related. There was no change in 
this pattern from the previous year. 


By category of trainee, the employed group was most 
frequently trained as supervisors and foremen/women. 


Table C-3 


The dominant occupation for special needs clients was in 
the construction trades, and was given exclusively to 
Native clients. Unemployed trainees were most fre- 
quently trained in the food, beverage and related proc- 
essing occupations (see Table C-5). 


The high occupational segregation of women is evi- 
dent in the industrial training program as it was in the 
institutional training program. Follow-up data will be 
needed to see if the 75 per cent reimbursement under 
CMITP for employers hiring women in non-traditional 
occupations is a sufficient incentive to employers to hire 
women and to women themselves to take the training. 


CMTP Industrial Trainees Started: Per Cent Distribution by Occupation Trained for, 


1979-80 


Occupational Designation 


by 2-Digit CCDO! Nilday PEs N.S. N.B. Que. Ont. Man. Sask. Alta. N.W.T. B.C Y.T. Canada 
11: Managerial, adminis- 

trative & related 0.4 0.4 0.9 0.6 4.8 0.8 38) 1.3 72.3) 5.4 123 1.4 ey 
21: Natural science, 

engineering & math. 0.8 2.6 2.0 0.9 2.9 Mp) 0.8 3.4 4.6 0.5 1.9 1.1 Des 
23: Social sciences 

& related 0.1 0.1 0.3 0.2 W522 0.2 1.5 1.3 0.2 1.8 0.7 _ 0.4 
25: Religion —_ — — — — —_ — — — — _— = = 
27: Teaching & related 0.1 0.6 0.3 0.7 0.4 WS [22 0.4 2.0 0.9 0.6 0.5 
31: Medicine & health 0.5 16S 6.2 35 1.0 | 4.0 3 6.8 a 3s ~ Wop) 
33: Art., literary, 

performing art ; 

& related 0.5 0.9 1.1 al 183 2.0 0.4 2.0 1.3 4.5 1.8 0.6 4 
37: Sport & recreation 0.5 0.2 0.2 0.2 0.1 0.1 _— — 0.1 1.4 0.2 aS 0.1 
41: Clerical & related 6.4 3.4 5.6 11.4 10.5 ee 4.4 8.6 3 8.2 10.0 10.7 8.5 
51: Sales 4.2 3.8 4.9 UP? Ws 3.4 3.7 4.8 UD 10.9 6:32 6.6 
61: Service 6.2 8.3 8.8 10.1 3.9 4.4 Syl 10.1 6.7 11.6 8.2 5.9 6.1 
71: Farming, horticulture 

& animal husbandry 1.3 5.4 2.9 1.8 0.5 1.9 3.1 5.6 3.3} 0.2 0.7 0.6 1.8 
73: Fishing, hunting, 

trapping & related _ 1.4 0.9 0.1 0 — — — = 2.0 0.1 _ 0.2 
75: Forestry & logging 0.6 0.1 6.9 0.8 1.8 0.7 1.0 1.0 0.2 _ 6.3 — Ap) 
77: Mining, quarrying, 

oil & gas field 0.1 _ 3.7 0.2 0.3 0.6 5.5 0.7 5.3 6.6 0.8 _ 1.3 
81-82: Processing SP) 1S57/ 14.8 7/2? 10.9 9.3 5.8 4.0 9.8 37 8.2 0.6 12.4 
83: Maching & related 0.7 13 6.0 7.8 9.9 17.6 5.8 6.5 Se 23 4.7 2p) 9.3 
85: Product fabricating, 

assembling & repair 8.6 28.5 19.2 16.0 19.1 32.4 26.0 22.8 N78) 13.6 22.5 18.2 22 
87: Construction trades 2.8 4.6 6.7 6.6 2.0 8.2 3.8 [Ses 11.0 12.0 7.4 21.9 6.3 
91: Transport equipment 

operating shi 7.8 1.1 2.4 2.4 1.2 0.7 0.7 1.9 3.6 G3 ee 1He0 1.8 
93: Material-handling 

& related, N.E.C. Dae Be 1.8 oe) 1.6 0.7 0.5 2.3 0.8 — 0.3 1.7 at 
95: Other crafts & 

equipment operations 0.6 1eS Ih 7/ 1.9 2.0 3.4 1.0 1.4 Br 1.6 2.8 222 2.4 
99: Occupations not 

elsewhere classified 

(NSEC) 2 2.9 4.0 7.8 13.0 33 23.1 3.8 5.1 6.6 10.1 7.6 8.4 
Total Trainees ANZ, 1,049 5.128 5,063 21,122 19,428 45589 3,001 5,442 441 13,538 356 83,334 


‘Canadian Classification and Dictionary of Occupations 
Source: Annual Statistical Bulletin, CEIC, 1980. 
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Table C-4 
Industrial Training by Sex and by Occupation Trained for, 1978-79 and 1979-80 


1978-79 1979-80 
Men Women Both Sexes Men Women Both Sexes 

Occupational designation by a ee 
two-digit CCDO! No. % No. % No. % No. % No. % No. % 
11: Managerial, administrative & 

related 1442 73.9 SHO =~ 2s 1,952 100.0 1,263 69.8 547 & 193052 1,810 100.0 
21: Natural science, engineering & 

math. 1,513 86.9 Paks | N25) 1,741 100.0 1,591 84.2 298 15.8 1,889 100.0 
23: Social sciences & related 2365 S>.3 191 44.7 427 ~=100.0 b,  SPALD 158 = 48.0 329 ~=—-:100.0 
25: Religion — a — — _ = = ae we a as =u 
27: Teaching & related 2 Sia ToS 235 aaa 453 100.0 191 46.0 224 854.0 415 100.0 
31: Medicine & health 589 = 26.4 1,643 73.6 2,232 100.0 372 ~=—-:19.9 1,500  ~=80.1 1,872 100.0 
33: Art., literary, performing arts & 

related 546 42.5 T4075 1,286 100.0 508 = 42.1 699 57.9 1,207 100.0 
37: Sport & recreation WE ss: SOM 23°95 153 100.0 95 74.8 S2Eel5e2 127 100.0 
41: Clerical & related 2,490 32.5 Sal See Ol 7,668 100.0 DDO eS 246 4,756 67.4 7,053 100.0 
51: Sales 2,834 62.5 156977 eee Sie) 4,531 100.0 3,504 63.9 1977. 36:1 5,481 100.0 
61: Service 22 Oma Se, 22852 Or 5,068 100.0 2,048 40.3 3,028 59.7 5,076 100.0 
71: Farming, horticulture & animal 

husbandry 1-209 RES 7-0 180 =: 113.0 1,389 100.0 219 87-3 177 1257 1,396 100.0 
73: Fishing, hunting, trapping & 

related 120 = 95.2 6 4.8 126 100.0 ISSaee oie! 20 12.9 155 100.0 
75: Forestry & logging 2,014 99.0 20 1.0 2,034 100.0 1,806 96.0 76 4.0 1,882 100.0 
77: Mining, quarrying, oil & 

gas field 965 99.5 5 0.5 970 100.0 1,082 99.4 7 0.6 1,089 100.0 
81-82: Processing 9,770 78.4 2,691 21.6 12,461 100.0 7,439 71.8 2919. 28,2 LOS S8 eae 00: 0 
83: Machining & related 6,460 90.8 653 9.2 7,113 100.0 7,289 94.4 433 5.6 122000 
85: Product fabricating, assembling 

& repair 14,269 75.1 4,731 24.9 19,000 100.0 14,748 78.5 4,040 21.5 18,788 100.0 
87: Construction trades $5,220 97.6 129 2.4 5,349 100.0 5,142 98.5 78 WS 5,220 100.0 
91: Transport equipment operating 1,371 94.5 80 5.8) 1,451 100.0 1,496 96.5 54 35) 1,550 100.0 
93: Material-handling & 

related, N.E.C. 843 = 76.3 Pays PSI) 1,105 100.0 17 estes W2e TSE 943 100.0 
95: Other crafts & 

equipment operations 1,231 71.0 504 29.0 1,735 100.0 1,470 74.4 SOS 2516 1,975 100.0 
99: Occupations not elsewhere 

classified (N.E.C.) Sey] OS) 135 = 19.5 692 100.0 5,863 83.8 his4> > 16:2 6,997 100.0 

Total trainees 96,227. 71i2 «=. 22,709 «28:8 =: 78,936 =: 1000. 60;500.. 7216 22.834 274, 83,334 e0e8 


*Canadian Classification and Dictionary of Occupations 
Source: Annual Statistical Bulletin, CEIC, 1980. 
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Table C-5 


Most Important Training Occupations Started in 1979-80 by Trainee Category 


Mechanics and repairers, except electrical 

Food, beverage and related processing 

Sales, commodities 

Occupations not elsewhere specified (supervisors 
and foremen/ women) 

Other construction trades 

Fabricating, assembling and repairing textile, 
fur and leather products 

Metal shaping and forming, except machining 

Metal machining 

Food and beverage preparation and related 
service 

Fabricating, assembling, installing and 
repairing: electrical, electronic and related 
equipment 


Source: CEIC, Evaluation of CMITP, 1981. 


Special needs 


ranking 


14 


Unemployed 
Per 

cent ranking 
8.7 2 

10.0 | 
5.4 4 
0.2 _ 
a2 5) 
ied 3 
4.0 7 
3.9 8 
4.8 6 
3.8 9 


Employed 

Per 

cent ranking 
9.0 Z 
4.9 4 
8.0 3 

11.0 | 
Sed 7 
1.2 24 
4.4 6 
4.7 5 
2.3 11 
2.8 10 


All trainees 


ranki 


ng 
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